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KOHLER., the world's most innovative and imaginative bathroom brand is now in India, 
and can be experienced at a participating showroom. For more information or to receive 
product literature, contact your nearest showroom. 


KOHLER.co.in 
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Ready to work together? Across departments, companies, even continents? Collaboration is the key to 
success and a people-ready business knows it. It gives them a backbone of easy-to-use software and 
solutions designed to work in concert: Microsoft® software. Not just e-mail, but project management 
software, team collaboration sites and fully integrated systems and data. People united by information are 
people united. Microsoft. Software for the people-ready business.” microsoft.com/india/peopleready 
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From The Editor 


OME OF THE BIGGEST BUSINESS IDEAS START OFF BEING 

beautifully small and simple. Google was born 

because two computer science students believed 
they could download all internet pages on a couple of 
servers to make them searchable. Jeff Bezos only wanted 
to sell books online when he launched Amazon, and 
Pierre Omidyar set up eBay because he thought it would 
be nice to have a portal where people could put up 
used stuff for sale. Apple (iPod), Skype (free internet 
telephony), Toyota (Prius) are some other companies that 
have given the world elegantly simple, but breakthrough 
products. In our opinion, that makes them ‘cool’. These 
companies unwaveringly pursued their own instincts 
and ended up changing something about our lives. 

Unfortunately, Indian industry hasn’t yet thrown up 
anything comparable to, say, Google or iPod, possibly 
because innovation is a relatively new pursuit. But that’s 
not to say innovative ideas aren’t being tried out. For three 
years now, Business Today has been compiling an annual 
list of cool companies, meant to ferret out those who are 
either doing something unique or doing it uniquely.. 
That, in fact, is just about the only criterion we employ to 
shortlist our cool candidates. Otherwise, the company 
could be big or small, listed or pri- 
vately held, profitable or unprofitable. 
And I am happy to report that over the 
three years, it has become harder and 
harder for us to narrow the list down 
to 10. There just seem to be so many 
companies and entrepreneurs chasing 
cool ideas. You'll meet this year's cool 
companies on pages 60 through 72. 
Even as India experiences an entrepreneurial revo- 

lution of sorts, policy-making seems to be moving in the 
reverse direction. Take, for instance, the debate over job 
quotas in the private sector. How can industry of an 
emerging economy hope to be globally competitive if the 
government is going to insist that it hire workers not for 
their skills, but caste considerations? Having said that, 
let me hasten to add that I am all for affirmative action, 
but only if that means corporate India investing vol- 
untarily in development of socially backward classes. 
Even then, the measure for identifying the beneficiaries 
has to be economic, not casteist. For the time being, 
though, India Inc. has come up with an action plan for 
scheduled castes and scheduled tribes that intends to help 
them with education, employment and even entrepre- 
neurship. No doubt, the benefits of prosperity must 
reach every strata of society. But the manner in which 
the government is trying to ensure it (a move'that 
largely stems from successive governments' failed 
attempts at social development) is flawed. Let's not 
trade our economic future for political gains. 
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Exhibition Center, Mauritius Nice Airport, France 


SP Fabricators Pvt. Ltd. is a part of the prestigious 
Shapoorji Pallonji Group, and is widely recognised as 
the pioneer of architectural facade engineering. 
Among our global achievements is the successful 
installation of Nice Airport's mammoth aluminium 


facade. We fabricated the entire structure in India SF: 


and shipped it to France. Our technological partners 


include global giants like Schmidlin AG, Switzerland, SP FABRICATORS PVT. LTD 
Valspar Corporation and PPG Industries, USA. A-417, TTC MIDC Indl. Area, Thane Belapur Road, Mahape, Navi Mumbai - 4007 
Tel: +91 2265134163/64/65/68/69/70 Fax: +91 22 2778184 


Being the first Indian company to be awarded the А 
E-mail: spfab@spfab.net Website: www.spfa 

ISO 9001:2000 certificate in our area of operation, 

stands as testimony to the standards and commitment 


that we maintain in each and every project. 
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Soaring Suburbs - 

SUBURBS ARE THE NEW GROWTH 
engines. Gurgaon, Noida, Thane, 
Howrah, Kancheepuram... the list 
is endless. With the realty boom 
continuing, suburbs are fast 
catching up with cities in spreading 
the consumer culture far and wide. 
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With the rising population in suburbs, marketers now have a 
new avenue to spread their message. A look at how suburbs are 
leading the way. j » 
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THE WORLD TRADE ORGANIZATION 
talks may have failed, but devel- 
oped and developing nations have 
very little to gain from stalling 
negotiations. Nations are already 
trying out new permutations and 
combinations in forming alliances, 
І and regional blocs; free trade agree- 
| ments are the order of the day. An analysis of the game- 
plans of various regional economies in furthering their interests, 
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E-Learning Takes Off 

IN THE KNOWLEDGE ECONOMY OF 
the 21st century, the power of 
e-learning is unfolding at a furious 
pace. IDC estimates the e-learning 
industry is about $10 billion in 
size. Education over the internet is 
big business, and M, Microsoft, 
NIIT, among others, are raking in 
the moolah. Large banks and other training-focussed 
institutions and universities worldwide are turning to web- 
based classrooms for disseminating knowledge. 
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TO RECEIVE BT'S TIP OF 
THE DAY 

1. Go to "Write messages" on your 
mobile phone. 


2. Type "BTTIP" on the message 
Screen. 


3. Send the message tothe number 
"2424", 


4. You will receive the hot 
management tip for the day in a retum 
message. 


NOTE: Available with ай cellular operators. 
Regular SMS charges apply. 
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Can the Indian middle class bear the 
burden of rising house loan rates? 


1. Go to "Write messages" on your mobile phone. 
2. Type "BTPOLL Y" for Yes. 

Type "BTPOLL N" for No. 

| 3. Send the message to the number "2424". 
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imagine beauty that is so captivating, _ 
it's distracting. f 


Imagine having the beautifully designed Samsung Bordeaux LCD TV - 
with the ability to display over 12.8 billion vibrant colors, 178-degree 
viewing añgle and 5000:1 Dynamic Contrast Ratio. With its brilliant 
design and its stunning picture, it's sure to command your full attention. 
With the Samsung Bordeaux LCD TV, it's not that hard to imagine. 


To know more, visit www.samsung.com/india or call us at 3030 8282. 
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They’re Back 

Dotcom entrepreneurs and VCs are back and 
gravity defying business models, strangely absent 
in India’s internet revolution 2.0. 


War For Talent 
Anti-poaching pacts are here to stay. 


Proxy Battles 


The CAB elections were all about reforms. 


Cricket’s Leap of Faith 


ICC plans to position it next only to football. 


Newsmaker 

This fortnight’s hero is Arvind Kejriwal who has 
taken up the RTI Act as his cause. 
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The Sixth Coming 
Tata Motors will spend more than Rs 10,000 crore 
over the next few years to enter new geographies 
and new segments. 

Success In Parts 

Everybody from Aston Martin to Warburg 
Pincus likes Amtek. 

Burning A Hole 

Should private sector petrol be subsidised too? 
Outsiders’ Day Out 

Why isn’t anyone from SEBI able to rise 

through the ranks? 

A Hazy Big Picture 

Multiplexes are growing. But are the stocks 
keeping pace? 

Faster And Foster 

SABMiller is all set to narrow the gap with UB. 
Will You Buy BSE Shares? 

BSE will do an IPO, and may even geta 

foreign partner. 

The Demerger That Wasn't 

The real reason why GE Shipping called it off. 
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LNG prices soar, but that hasn't dampened demand. 
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Walt Disney buys ОТУУ kids’ channel. Is UTV next? 
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74 Indian Aviation's Dark Horse 92 No Way Back? 


Flying on a budget and hope, Air As Hutchison and Essar slug it out for 
Deccan's G.R. Gopinath has turned his BPL’s Mumbai circle, the already trou- 
no-frills carrier into a serious contender bled joint venture hits rock bottom. 
for the #2 slot in just three years. But 
with new rivals taking wings, Gopinath 96 The Next Frontier For 
has plenty of work to do. Indian IT . mn 
Engineering Services Outsourcing is P 
80 The Science Of Giving the new, new new thing. Here are , ge t i 
India Inc. and its residents are waking some key findings of the latest report "E мы” C, 
up to the difference between charity on ESO that has been put out by , e è ' 
and philanthropy. That could, as Nasscom in association with , 
several works-in-progress demon- consulting firm Booz Allen Hamilton. МШШ ЫШ 
strate, result in some i 
F is 102 60 Minutes 
86 Why Reservation Is Not Thomas L. Bernardin, Chairman 
Answer and CEO, Leo Burnett Worldwide, 
India Inc. is making some politically speaks to BT on a range of issues, 
correct noises, but by forcing it to from the role of advertising in today’s 
accept ‘voluntary’ affirmative action, rather unruly media environment and 
the government is skirting the real the democratisation of brand 
issues and playing votebank politics. communication. 
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Is globalisation good or bad? An old debate, but 


108 They're Still Standing rekindled by two eminent writers, one of whom i 
114 From The Horse's Mouth offers a recipe for globalisation, while the other i 
116 News Round-up warns of the chaos it may bring. 
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EET m Low Fares, High Price | 142 Wireless Freedom 
There's been a proliferation of Wi-Fi hot spots in | 
JOBS TODAY large cities across India. Team BT visited some of 
128 Think On Your Feet them to check out the people who access the net | 
Companies are increasingly putting candidates from these hot spots. 4 
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138 Games People Play Sanjeev Aggarwal; Ashwini 
BT pays a visit to the annual gaming expo, Kakkar, Chairman of Mercury 
SKOAR, for a first-hand feel of the nascent, Travels; Ashish Guha, India CEO, 
but fast-growing industry. HeidelbergCement; Sabre 


Capital’s Rana Talwar; and 
Jason Ader, Founder and head, 
Hayground Cove. 


LEADERSHIP SPOTLIGHT 


150 Anil Agarwal, Executive Chairman, 
Vedanta Resources. 
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airport lounges across India. 


MasterCard 


‚ 


there are some things money can’t buy 
for everything else there's MasterCard. 





bt letters 


BEST LETTER 


Makeover for 


«Mumbai 





Southern Cities Show The Way 
AFTER READING YOUR COVER STORY, 
one thing that stands out is the 
fact that every city has its own ad- 
vantages and disadvantages. This 
could be due to a number of rea- 
sons—political, economic, social, 
geographical, etc. No one city can 
be (perfectly) rated as The Best or 
the Worst. Ideally, the ‘good’ sys- 
tem in a city should be imbibed 
to see if the same could succeed in 
another city without much turbu- 
lence. Also, with the rr revolution, 
the southern cities could very well 
emerge as a better haven for peace 
and prosperity than their north- 
ern counterparts. 

M. RAMDAS, through e-mail 


Rural Puzzle 

THE STORY CONFESSIONS OF A RURAI 
Marketer (August 13) made for an 
interesting reading. The official def- 
inition of rural is villages with pop- 
ulation of less than 5,000 and I can 


Remaking Mumbai 

THE COVER STORY A MAKEOVER FOR 
Mumbai (BT, August 13, 2006) was 
timely. The country's financial cap- 
ital is paralysed year after year due 
to one natural calamity or the other. 
What's more, the security lapse is 
also a matter of concern. 
ernment already has a lot on its 
plate and it had better get its act tog- 
ether before embarking upon its 
ambitious plan of making the city a 
To start 


The gov- 


special economic zone. 
with, the government must tackle 
basic issues and then think big. 


К. JANAKI, through e-mail 


bet that 95 per cent of FMCG mar- 
keting people have never been to 
such a place in their lives. 


ARUN TADANKI, through e-mail 


Water Woes 
The feature RUNNING OUT OF WATER 
(July 30) was quite informative. If 
our policy makers adopt the solu- 
tions developed by grassroot inno- 
vators, the water problem can be 
solved in the next five years. The 
measures include recharging 
borewells with rain water, const- 
ructing a small barrage on each 
field, constructing low-cost check 
dams, water harvesting and trans- 
portation from water-surplus areas 
to those short of water supply. 
ASHOK SARDA, through e-mail 
It's All About Water Management 
NATIONS GO TO WAR FOR THE SAKE OI 
oil but with the way things are goi- 
ng, that day is not far away when 
water will replace oil. We can use all 
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our skills in water management, 
but the underlying key issue is that 
of environment protection. 

P, NARAYANAN, through e-mail 
Corrections 
With reference to India’s Most 
Investor Friendly Companies (July 
30), Shanthi Gears does not deal 
in any auto parts, so should have 
been classified as an engineering 
company. Also, the FCCBs raised 
by Shanthi were for $10 million 
and not $70 million. 
The errors are regretted. 
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TOGETHER. When a single word makes all the difference. 
Transforming your enterprise — whether you're making big or 
small changes — is never easy. Experience has shown us 
that if we define measurable objectives and set realistic 
schedules together, build joint teams, and above all, 
anticipate and mitigate risks together, then we improve our chances. 
Add to that motivation and commitment of over 60,000 people around 
the world and the knowledge and experience we share with you daily, 
and the result is faster, and more tangible success that lasts. 
Together. One word that captures the difference between typical 
business practice and Capgemini's unique branded approach to delivering 
Consulting, Technology and Outsourcing Services - the Collaborative 
Business Experience. 
Let's create a Collaborative Business Experience - together. 


@ Capgemini 
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Ideas And The New World 


OR ALL THE FLAK THAT 

globalisation receives around 
the world, it’s a wonderful force. 
By turning the world into one 
big market place, it provides every 
participant greater opportunities, 
making capital and businesses 
more efficient. If someone in the 
US can’t, say, provide IT services at 
competitive prices, the work 
moves to India. If an Indian man- 
ufacturer can’t make a chemical or 
an automotive component as well 
and as cheaply as a Chinese man- 
ufacturer, then China it is. The 
fact that the whole world, and 
not just your own country, is the 
potential market, has spurred 
both entrepreneurs and investors 
around the globe. A promising business can raise money 
from any part of the world and investors, on their 
part, can choose from an array of competing ideas. 
You don’t have to look farther than our cover story this 
issue to realise that the new, ‘flat’ world is working. 
Featured on our third annual listing of cool companies 
are a variety of businesses and entrepreneurs. There’s one 
gentleman who gave up a banking career in Singapore 
to set up a health-meal kitchen, another who returned 
from the Us to pursue his interests in the area of digital 
signal processing and now sells technology to companies 
such as Analog Devices, and yet another who wants to 
create a biotech seed company focussed on the unique 


Avoidable Intervention 


HE GOVERNMENT'S DECISION TO 
Ч public sector banks 
from raising interest rates in line 
with market developments is ent- 
irely undesirable. The move reeks 
of populism—willingness to sus- 
tain the growth momentum in the 
economy at the cost of infringing 
on the autonomy of the financial 
sector. That too, with scant regard 
for the market regulator, RBI, which 
signalled quite the opposite. Agreed, 
a slow down in the economy will, 
in the short term, raise the unem- 
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Low cost airlines: An idea that has taken off 





Populist moves: Do little good 


needs of Indian farmers. Not all of 
them will succeed, but that's all 
right. What's important is that 
not only have the financial 
rewards of innovation become 
higher, but it has become easier to 
put money behind ideas. 

We would like to believe that 
the pace of innovation will only 
accelerate in the years to come. 
And we say so for a simple rea- 
son. As corporations move to tap 
new consumers around the 
world, they will find that not 
everyone is alike. What works in 
Germany may not work in China, 
and what works for the rich or 
the middle class in a country may 
not work for its poor. Products 
and services will need to be customised to unlock 
markets. But nothing will test entrepreneurial innova- 
tiveness more than markets in, what management 
thinker C.K. Prahalad calls, the bottom of the con- 
sumer pyramid. This is not a market that can afford a 20- 
rupee soap, a 10,000-rupee colour television, or even a 
300-rupee shirt. But the fact that it will want (if not nec- 
essarily need) these products at the right price implies 
there's a big market for anyone who can crack the price- 
value equation. Given today's assumptions and biases, 
doing so may seem near impossible. But in some 
entrepreneur's mind somewhere in the world, the 
pieces of this jigsaw puzzle are falling into place. 
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ployment rates and lower tax col- 
lections that will constrain devel- 
opment programmes. This ‘larger 
good’, in the short term, is derived 
at the cost of the profitability of 
public sector banks. In the long 
term, cheap money will not only 
build inflationary pressures, it will, 
2 ironically, also promote mechani- 
sation—that is, prefer investments 
that can reduce labour use. So, not 
only is it populism, but short-term 
populism. The government's 
interest rate control move hits at the 
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heart of the financial sector—as the largest shareholder 
in the dominant players in the banking sector, the pub- 
lic sector banks, they undermine investor confidence in 
the private sector banks—as the latter’s profitability 
will be significantly affected by government risk that is 
beyond their control. At a broader level, the government 
is evidently pursuing the growth story at the cost of un- 
dermining resilience in the economy to withstand 
shocks. It needs to remember that several countries 
that pursued interest rates controls fell prey to the 
‘boom-and-bust’ economic cycles. 

The nature of intervention in the financial sector is 
a replay of what is being witnessed in the oil sector, 
where, as the largest shareholder in the dominant 
players, the public sector oil companies, the government 
has controlled retail prices of mass consumption 





petroleum products—petrol, diesel, LPG and kerosene. 
The fallout of this move is two-fold. First, the 
competitiveness of public sector oil companies has 
been severely affected owing to the subsidy burden. 
Secondly, investor interest in the petroleum retailing 
business has waned as private retailers like Reliance and 
Essar are losing money, unable to sell their produce at 
market prices. Consequently, lack of competition will 
continue to plague the sector, leaving the consumers at 
the mercy of public sector retailers that have a repu- 
tation legacy of short-changing, both on the quality and 
quantity front. The exit barrier for populism-led state 
intervention is very high, amply demonstrated in the 
power sector where even after five years of intense 
efforts, results are barely beginning to show. Surely, the 
financial sector can be spared of this infection. 





The Information Arbitrage 


$ THE INDIAN BUREAU- 
ES a "class" in the 
sense in which Georg 
Wilhelm Friedrich Hegel 
used the term? Does it 
have class interests and a 
class character in the 
Marxist sense of the 
terms? And do these two 
override all other consid- 
erations in its decision- 
making process? The 
answers to all three ques- 
tions, this magazine reg- 
retfully concedes, are in 
the affirmative. That the 
iron frame of the bureau- 
cracy, that independent 
India inherited from the departing British, had rusted 
at the ages has been known for some time. But it 
comes as a bit of a shock to realise that the rust has now 
spread to the core, so much so, that the superstructure 
threatens to give way under its own weight. 

The gale force wind that is rocking this rusted 
frame is the rather innocuously titled Right to 
Information (RTI) Act. The country's colonial-era 
bureaucracy perpetuates its power and bestows 
patronage upon its chosen beneficiaries from behind 
the veil of officialdom. It's a charmed circle, accessi- 
ble only to the chosen few. This creates a thriving and 
throbbing market for information arbitrage. Result: 
patronage and pelf have come to be the only curren- 
cies that politicians and bureaucrats now recognise. 
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Out of step: The corrupt and the damned 


The RTI Act threatens this 
chummy club by emp- 
owering ordinary citizens 
and by making those in 
power accountable to 
those who finally pick up 
the tab. 

Since transparency is 
the enemy of absolute 
power, the bureaucracy 
struck back with a 
vengeance. File notings, 
that secret weapon on 
the strength of which 
the bureaucracy wields 
its authority, should 
remain outside the 
purview of the Act, it 
demanded. The political class, which realised that 
the Act was a direct assault on its own powers, 
conceded this argument and has agreed to water 
down the law, rendering it practically toothless. 

This is a retrograde step and should be deplored. In 
Prime Minister Manmohan Singh and Cong- 
ress President Sonia Gandhi we have two leaders 
who have displayed great courage in charting 
an independent course for the country. Economic 
reforms, though slow, are largely on course. The time 
has come to embark on civil society reforms. The RTI 
Act, by attacking corruption at its roots, can jump- 
start the process and give it momentum. But the 
bureaucracy—which is, unfortunately, emerging as a 
class enemy—has to be brought to heel first. Ш 
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They're Back 


Dotcom entrepreneurs and VCs are back and 
gravity defying business models, strangely absent 
in India’s internet revolution 2.0. ARCHNA SHUKLA 


HE NET, AS ANYONE WHO SPENDS AT LEAST SOME TIME ONLINE CAN TELI 

| you, is back. It is back in other parts of the world (indeed, it has been 

back in its birthplace, the us, for between 18 and 24 months now 

and there are those that zealously, and myopically, insist that it never went 
away in the first place), and it is back in India. 

Exhibits in evidence: Indian Railway Catering and Toursim Corporation 
(IRCTO) sells, on an average, 13,000 tickets a day online (total transaction value: 
Rs 2 crore a day; growth in 2005-06 over 2004-05: 100 per cent); the India 
online revenues (the company has a US operation and offline revenue 
streams as well) of Rediff have grown 52 per cent to $4 million (Rs 18.8 
crore) in the April-June quarter; Google and Yahoo, two of the internet's suc- 
cess stories, are ramping up India operations with the latter recently investing, 
along with Canaan Partners, $8.6 million (Rs 40.42 crore) in Bharat 
Matrimony, a matchmaking and matchfinding site; a report by market re- 
search firm ACNielsen says marketplaces such as eBay are the source of ei- 
ther the primary or secondary livelihood for 12,700 Indians; and eBay itself 
claims Indians are buying more than ever before—jewellery every six min- 
utes, mobile phones every seven, apparel every 13, laptop computers, 
every 48, even cars, every eight hours—on its site. 

The numbers to back these arguments: estimates by the 
Internet and Mobile Association of India (IMAI) suggest that the 
value of e-commerce transactions in India could touch Rs 
2,300 crore in 2006-07 



















(up from Rs 1,180 
crore in 2005-06). 
The larger environment 
surrounding the internet economy 
in India would suggest that the second int- 
ernet revolution in the country is well and truly on. 
Venture capitalists are back, and scouting for investment op- 
portunities: in February 2006, Kleiner Perkins Caufield Byers, arguably, 

! the best known vc firm in the world, and Sherpalo Ventures picked up 
stakes in travel portal cleartrip.com and Info Edge India that runs re- 
cruitment site naukri.com; others, such as Norwest Venture Partners, 
Bessemer Venture Partners, and Draper Fisher Jurvetson are also 
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The fortnight's burning question. 





Maybe. Sudhin Choksey, 

MD, Gruh Finance, 

an HDFC subsidiary 

Interest rates have been harden- 
ing, but this has not had any eff- 
ect on the disbursement of hous- 
ing loans. The real estate market 
also remains buoyant. However, 
if the rising momentum in hous- 
ing loans continues for some 
more time, we may see some 
impact in the real estate market. 


Real estate prices have moved 
up so high and so fast that 
there is bound to be a correction. 
But | don't think a small interest 
rate hike will impact either 
demand or prices in the real 
estate market in any 
significant manner. 
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reported to be on the lookout for opportunities. Two former in- 
ternet entrepreneurs Baazee’s (now eBay India) Avnish Bajaj 
and Junglee’s Ashish Gupta have launched funds, Matrix (corpus: 
$150 million or Rs 705 crore) and Helion ($140 million or Rs 
658 crore), that will largely invest in internet and technology 
firms. And new internet firms have mushroomed across the 
country, from South Africa’s MIH, which is expected to make a 
significant content and technology play in the Indian internet 
scene to travel portals like travelguru.com, launched by two 
Harvard Business School alums, to entertainment players like sev- 
entymm.com, an online movie rental service launched by a 
bunch of former dotcom entrepreneurs. 

One thing attracting entrepreneurs and investors alike is the size 
of India’s internet population: estimates vary from 29 million to 
50 million, and the actual number is likely to be somewhere in the 
middle. “A 30-40 million consumer base may not seem big in the 
Indian context but from a global perspective, it is sizeable,” 


NET ADVANTAGE 





COMPANY INVESTORS INVESTMENT 





explains Gautam Thakar, Country Manager, eBay. “It is bigger 
than the population of Canada and Australia.” Then, there is 
India’s status, as the most happening mobile telephony market in 
the world. “Mobile population in India is already 100 million,” 
says Subho Roy, President, IMAI. “Even if 10 per cent of these con- 
sumers access the internet on their mobiles, it is a big enough 
start.” And, finally, there’s the potential. “Once the content and 
the user interface are localised, the business will move in a new di- 
mension,” says George Zacharias, Managing Director, Yahoo 
India. “The current base is just the tip of the iceberg.” IMAI expects 
India’s internet base to grow to 100 million by 2007. And it won't 
just be from the metros; already, for instance, non-metros account 
for 50 per cent of the business on IRCTC. 

Helion's Gupta is also reassured by the quality of ideas. *Most of 
the players, be it the promoters or investors, have learnt their lessons 
from Web 1.0 and they know what mistakes to avoid," he says. 
Things could be better: even at 40 million, India's internet population 
is 4 per cent of its total population; the internet in India is still largely 
English-driven; and online advertising, at around Rs 200 crore in 
2005-06, was a mere two per cent of total advertising spend. 
Still, circa August 2006, the positives far outweigh the negatives. As 
Helion's Gupta puts it, *There will be casualties but the rewards 
seem more alluring." That they do. 
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Q&A 


“We Want Non-IT 
Firms To List" 


OBERT GREIFELD, CEO AND 

President of Nasdaq, was in 

India recently to celebrate 
Infosys’ 25th anniversary. He met B's 
Mahesh Nayak č Kushan Mitra for a 
wide-ranging discussion. Excerpts: 


What is your view on consolidation of 
stock exchanges? 

Many exchanges have gone public and 
we will see more cross-border consol- 
idation between them. Some of our 
customers—like Morgan Stanley, 
Goldman Sachs and uss—are global 
players. Therefore, to serve them bet- 
ter globally, we are always on a look 
out for strategic tie-ups. 


What steps have you taken to improve 
efficiency and transparency on the Nasdaq? 
We introduced the opening cross and 
the closing cross. All investors can see 
every order, including the net order 
balance. This way, investors can have a 
level playing field, and this leads to a 
better price discovery mechanism. 


Why are no non-IT Indian companies list- 
ing on the Nasdaq? 

EXL Services will be the eighth Indian 
company to list on the Nasdaq, com- 
pared to 10 on the NYSE. Of the 3,200 
companies listed on the Nasdaq, 27 
per cent are IT companies. In India, we 
are talking to a wide range of com- 
panies in other sectors. India is a driv- 
ing force in the global economy and 
by listing on the Nasdaq, companies 
not only get better exposure, inv- 
estors also get an opportunity to earn 
better returns. 
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Jaquar thanks you ... 


for your aesthetic sensibility 
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your uncompromising stand on thorough 
product support 


your expecting only world-class 


for your pride in ап Indian companys 
achievements, domestic and abroad 


your confidence and trust 


...for making it the 
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War For Talent 


Anti-poaching pacts are here to stay. 


IPRO BIOMED 

has taken 

Beckman 
Coulter, a US-based 
manufacturer of bio- 
medical testing instru- 
ment systems, with 
which it had a distribu- 
tion arrangement, to 
court (the case was filed 
in the Delhi High 
Court. But now, acc- 
ording to an agreement, 
arbitration proceedings 
are taking place in 
Switzerland). Pratik 
Kumar, Corporate vp 
(HR), Wipro, alleges that 
Beckman violated a 
non-poaching contract 
when it decided to go it alone in India. *We had 
invested in people and they were poached. It's 
illegal in light of the understanding we had." 
Wipro wants €18million (Rs 108 crore) in dam- 
ages from Beckman. 

Vinayak Sanjay Urs, Director, Plakon Consulting, 
a recruitment and consulting firm, says this is only 
a precursor to more such litigations. *There is a 
gross mismatch between supply and demand of 
HR talent. So, companies are increasingly entering 
into non-poaching agreements with each other. 
They are also asking employees to give undertakings 
that they will not join a competitor." Adds Kumar: 
“It takes Rs 25,000-1 lakh to train a call centre 
associate. Imagine what will happen if they just 
walk away to join a competitor." 

But aren't such agreements a violation of an 
individual's right to earn a livelihood? Sajjan 
Poovayya, Head of law firm Poovayya & Co., 
says: “The contract is enforceable if it is between two 
companies. It is not enforceable if it is between 
an employee and a company." He cites a number of 
instances like the Century Spinning Mills case 
where courts have upheld an individual's right to 
earn a livelihood. 

But with just the Big Three of Indian rr—rcs, 
Wipro and Infosys—expecting to recruit nearly 
one lakh people over the next 12 months, the war 
for talent may end up in the courts of law. 
VENKATESHA BABU 
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Crying foul: That's what 
Wipro's Kumar's doing 
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All's not well: Between Basu (R) and his successor 


Proxy Battles 


The CAB elections were all about reforms. 


5 THERE MORE TO THE JUST CONCLUDED ELECTIONS IN 

the Cricket Association of Bengal (CAB) than cricket? 

The subterranean buzz in Kolkata's Left circles is that 
there is. West Bengal Chief Minister Buddhadeb 
Bhattacharjee's uncharacteristic outburst—he termed 
Jagmohan Dalmiya's win over his hand-picked nominee, 
Kolkata Police Commissioner Prasun Mukherjee, *a 
victory of evil over good"—is believed to stem from his 
frustration over some senior party colleagues blocking his 
efforts at reforming the state's economy. Coincidentally 
or otherwise, the same cabal of powerful Left leaders 
who opposed his intervention in the CAB polls—Jyoti 
Basu, Subhash Chakraborty, both from the CPI(M), Kshiti 
Goswami, RSP, and Nanda Gopal Bhattacharya, crt—also 
oppose his proposals to acquire agricultural land for ind- 
ustrial and real estate projects and allow private parties 
to modernise the Kolkata airport. 

Basu was quick to snub his successor. “I do not 
know if one can make such remarks about a demo- 
cratically elected person,” he said in reaction to the 
controversial remarks. His protégés also jumped into the 
fray. “As a sports lover, the outcome of the САВ elections 
was not at all unexpected to me. The way the adminis- 
tration was used to garner support for Mukherjee was 
unprecedented and unacceptable,” says Chakraborty, the 
state sports minister. 

Bhattacharjee is learnt to be upset with Dalmiya, 
not because Sourav Ganguly is out of the national team 
but reportedly because of disputes with his construction 
firm, M.L. Dalmiya & Company, over commissioning 
the Bantala Leather Complex. The contract was given out 
by the Jyoti Basu government. *He has many inter- 
ests... vested interests... All interests other than cricket,” 
the Chief Minister said, adding: “I will not compromise 
with this man. The battle will continue. I want him to 
leave this post. I want him to leave the organisation.” The 
battle has forced crm) General Secretary Prakash Karat 
to issue gag orders on state party leaders. 

RITWIK MUKHERJEE 
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Cricket's Leap of Faith 


ICC plans to position it next only to football. 


FIFA, is estimated to have raked in close to $3 billion (Rs 
14,100 crore) in revenues from the recently concluded Soccer 
World Cup 2006. The Board of Control for Cricket in India (BCCI) is 
also aiming to make $1 billion (Rs 4,700 crore at the current exchange 
rate) over the next four years from the sale of various rights. Its main 
revenue source is the sale of global television rights ($612.18 million 
or Rs 2,877 crore), followed by sponsorships and various new media 
rights. Now, compare this with $550 million (Rs 2,585 crore) earned 
by the International Cricket Council (СС), ће nodal cricket body, dur- 
ing the 2000-07 cricket calendar from the sale of two of its most pres- 
tigious and popular properties, The World Cup Cricket and The 
Champion's Trophy, and it is clear that ICC hasn't been particularly pro- 
active in monetising its properties. But that is about to change. 
The apex cricket body has, now, set itself an 
ambitious agenda. There is no formal ann- 
ouncement regarding this as yet, but inf- 
ormal talks with various ICC execu- 
tives, who have been shuttling in 
and out of India in connection 
with the marketing of World Cup 
2007, suggest that ICC will now 
market the game more aggres- 
sively and engage more non- 
traditional nations (at present, 
the ICC has 10 permanent Test- 
playing members, 32. associate 
members and 55 affiliate mem- 
bers) to expand its footprint. *We 
certainly cannot compare ourselves 
with soccer which is more popular 
worldwide, but, by gradually increasing 
the number of playing nations, we are 
hoping to pitch cricket as the second most 
popular sport in the world," says a senior ICC executive. 
Already, plans are being drawn up to include two new events (a 
20-20 series and Women's World Cup) in its calendar. 

It is also taking a leaf out of Bcct’s book. “We are quite impressed 
with the way BCCI has monetised the sport. We also need to augment 
our revenues and can learn a lesson or two from BCCI,” he adds. icc 
expects at least a 100 per cent increase in its revenues over the next 
(2007-2015) season. The tenders for the grant of rights will be 
opened some time in October this year. And it insists that the Indian 
market will remain cricket's centre of gravity. “The Indian sub-con- 
tinent provides three-fourth of cricket eyeballs and sponsorships 
now. It will continue to dominate the market,” the executive says. 

Meanwhile, preparations for the World Cup 2007 are in full 
swing. ICC has already roped in Hutch, Pepsi, LG, Hero Honda, Cable 
& Wireless, Visa and Indian Oil Corporation as its main sponsors. 

ARCHNA SHUKLA 
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Cola wars: A battle for survival 


ILL COCA-COLA INDIA AND 
W Pepsico India have to reveal 
the list of ingredients in the 


packaged drinks they sell in India? 
An NGO, Centre for Public Interest 
Litigation, has filed a public interest lit- 
igation in the Supreme Court, seeking 
judicial intervention to force the cola 
giants to do so. The matter is expected 
to come up for hearing in September. 
Both companies declined to respond to 
e-mails sent by Business Today on 
the controversy. 

This is just the latest twist to the 
three-year-old saga over the alleged 
presence of pesticides and other harm- 
ful ingredients in the two popular soft 
drinks. According to the Centre for 
Science and Environment (CSE), which 
is at the forefront of the campaign 
against the cola giants, the US and the 
European Union have stringent regu- 
latory norms to safeguard against any 
contamination which manufacturers 
have to adhere to. 

"Unfortunately, there is no such 
provision here," says Kushal P.S. 
Yadav, Coordinator (Pesticide 
Comparison and Health Safety Unit), 
CSE. "Though the standards for car- 
bonated drinks have been finalised, 
these have not been notified by the 
government. The ministry of health 
Seems more concerned about the 
health of companies than the health of 
the people," says Sunita Narain, 
Director, CSE. 

The battle continues. 

AMIT MUKHERJEE 


eS. эч FSS С n 


Free unlimited acceptance 
India and abroad 


with db SavingsAccount. 








= FREE unlimited acceptance at over 18,000 VISA ATMs anywhere in India 
= FREE acceptance at over 30,000 ATMs in 40 countries 
в ышы Total Protection from fraudulent transactions on your account 


_ Branches: Mumbai ж Delhi = Gurgaon = Noida * Chennai = Bangalore = Kolkata Conditions apply 


A Passion to Perform. Deutsche Bank 








bt 





TOP OF MIND 





What is it: Simply put, instead of sending short and curt 
messages in SMSese it is now possible to send short voice 
messages to any phone 


How is it different from voicemail: Unlike voicemail, you do 
not have to subscribe to this service, all you need to do is dial 
a special short code followed by the number you want to go 
to; the receiving person (who gets regular SMS intimating him 
that he has got a VSMS’) dials a special number to retrieve 
his message within 24 hours. So, everybody can access this 
service, no matter what phone he/she uses 
Where can | get it: Operators like Airtel, Hutch, Spice 
= and Reliance Infocomm have already rolled out this 
$ service in some circles. A nationwide rollout is expected 
in a few months 
How much will it cost: Initial pricing has been kept at Rs 2 (for both sides) by 
Reliance; other operators are still working out their pricing strategies 
Will it work: Well, despite all predictions to the contrary, voice remains 
the killer application, so it might well work. Unless of course, spam 
VSMS comes into vogue 
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ECONOMY 


Status: Rs 8,863 crore, down 
45.09 per cent. 

Impact: Primary deficit indicates 
the current fiscal situation in the 
country (it is arrived at by deduct- 
ing interest obligations of past and 


PRIMARY DEFICIT 
16,143* 


8,863^ 


-816 M 


0003709 2004-05 2005-0 — 200607 


Figures in Rs crore *Revised Estimates 
i t Estimates Source: Budgets 


current debt from the fiscal deficit 
figure). A lower primary deficit 
helps in controlling inflationary 
pressures. 


Status: The government has ann- 
ounced plans to set it up. 

Impact: The government says it 
will have little adverse fallout as 


FALLOUT OF FIFTH PAY 
COMMISSION 


99% 14% рг 


51,548 


43,568 
21,885 





1996-97 1999-2000 1996-97 1999-2000 


W Centre's Wage Bill States’ Wage Bill 
Percentage up Figures in Rs crore 


the states are sitting on surpluses 
of about Rs 40,000 crore. But the 
Fifth Pay Commission recom- 
mendations ravaged state finances 
to such an extent that 13 states 
did not have money to pay 

salaries in 2000. 
COMPILED BY ANAND ADHIKARI 
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undated with over the next two yen. Some writers and 
alysts, like Tom Friedman, view the world as —. Others, like 
d Florida, assert that ifs... But virtually everyone agrees that 
jraphy i is fundamentally... The forces. overturning the 
q are many and varied, At the top of their list, CEOs mentioned 
and unexpected | market shifts. But : 
e more. CEOs told us that workforce issues... -regulatory 
апа. are all bearing down on their organisations, forcing 
fi cant change. And their feelings are justified. r 
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P-WATCH 


A bird’s eye view of what’s hot and what's 


not on the government's policy radar. 





POLICY PIROUETTE | 
ONE SECTOR THAT HAS DEFINITELY FELT THE HEAT FROM THE CHANGE IN | 
government two years ago is pharmaceuticals. The previous NDA regime | 
released 273 drugs from the clutches of price control. Had it stayed on, | 
another 44 would have been freed, reducing the controlled list to a mere 30. 
The UPA government is planning to more than reverse this. The Ministry of | 
Chemical and Fertiliser's proposed drug policy plans to bring more drugs | 
under the price control regime. Criticising | 
the draft policy, which seeks to include | 
another 374 drugs in the list, pharmaceu- 
tical companies have voiced their concern 
on the count that the lower margins will 
pare their ability spend on R&D. They 
argue that taxes constitute around 70 per 
cent of the price paid by consumers and 
believe the government can reduce cost to 
customers by paring taxes, not controlling 
prices. The Finance Ministry has turned 
down this proposal on the grounds of rev- | 
enue loss, Still, this government has a way to deal with unresolved issues, con- 
stituting a Group of Ministers (GoM), and this looks set for one. 
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LEFT WHEEL DRIVE 
THE AMENDMENTS TO THE BANKING REGULATION ACT ARE UNLIKELY TO BE TAKEN 
up in the monsoon session of Parliament as the Left Front remains | 
intractable in its opposition to it. The Left fears this could allow foreign 
banks greater control over Indian private sector banks. At present, regardless 
of the share holding pattern, no stakeholder can exercise in excess of 10 per 
cent voting rights. The amendment seeks to allow proportionate voting | 
rights. The government is attempting to convince the Left parties that there | 
are safeguards that ensure that the RBI has the final say on the shareholding 
itself. Ironically, the Left parties are constituents of the Parliamentary | 
Standing Committee on Finance that approved the amendments twice. 
SHALINI S. DAGAR 


LIMITED MOBILITY 
THE MINISTRY OF COMMUNICATIONS AND IT IS ADAMANT. IT REFUSES TO RELENT | 
on its demand for 100 per cent verification of the entire subscriber base of 
cell phone operators by October-end, according to industry sources. With 
the government unwilling to soften its stand, and the industry unable to meet | 
(so it claims) the March 2007 deadline, consumers across the country might, 
one day soon, find their mobile phones going dead. And this predicament is 
more likely to visit the lower strata of the work force in the country—the 
domestic help, chauffeurs, or the plumbers, for that matter. Ironically, these | 
also happen to form the ‘active’ voting class of the population—one reason 
the government is likely to finally yield on the deadline. | 
SHALEEN AGRAWAL 
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THE ANTI-REFORM CONTAGION IS 





spreading. The Finance Ministry 


has "advised" public sector 
banks to get board approvals | 
before raising interest rates (read: 
go slow). The apparent intent: to 
ensure productive sectors are 

not starved of funds given the 
consistent and buoyant credit 
growth. Since across-the-board 
rate hikes were almost a given 
after the RBI hiked short term 


rates in July, the government's 


move looks like interference in 
what are usually commercial 
decisions. 


SHALINI S, DAGAR 





P. Chidambaram: Rate Raj 


EXPORT ORIENTED UNITS (EOUS) MAY 


soon be extended sops to fulfill 


their positive net foreign 
exchange (NFE) obligation 
against sales to domestic tariff 
area (DTA), if the payment is 
from the exchange earners’ for- 
eign currency (EEFC) account. 
The ministries of commerce and 
finance are discussing the move 
which, if implemented, is likely 


to benefit more than 3,000 
EOUs, especially those dealing in 


books, textiles, plastic granules, 
bio-tech and IT services. 
АМТ MUKHERJEE 
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+ Assurance of partnering with preferred choice of leading global and Indian T&D 
corporations, Utilities/ EPC Contractors. 

+ Superior quality and service which, most importantly, builds long- lasting relationships. 





CG Switchgear. Positively, the best choice. 
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MANPREET ROMANA 
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ARVIND KEJRIWAL 
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The crusader: Kejriwal is one of the architects of the RTI Act 


RVIND KEJRIWAL HAS TRAVELED A LONG DISTANCE. HE HAS 

been a Tata Steel employee, a volunteer at the 

Missionaries of Charity, an Income Tax officer 
(Indian Revenue Service, Batch of 1992; he quit his job 
in February this year). In his latest avatar, he is an ‘RTI 
(Right To Information) activist.’ “I always wanted to help 
society," says the 38-year-old Mechanical Engineer 
from the Indian Institute of Technology, Kharagpur, and 
this year's winner of the Ramon Magsaysay Award. So 
what made him take up the RTI Act as his cause? "I 
stumbled upon it quite by accident in 2001 and 
realised how powerful a tool it actually was," he con- 
fesses. The rest is history. Kejriwal, who runs, Parivartan, 
a Delhi-based "people's movement” group (he insists "it's 
not an NGO") helped frame the legislation which came 
into force on October 14, 2005. "Our mission is to weed 
out corruption," he says. 

Kejriwal feels the effectiveness of the RTI Act will be 
considerably diluted if the proposed amendments seek- 
ing to bar access to "file notings" and curb the powers 
of the Central Information Commission (CIC) are 
enforced. The changes, reportedly made under pressure 
from the bureaucracy, have already been approved 
by the Union Cabinet. Incidentally, the Cabinet decision 
comes in the wake of the CIC allowing Kejriwal access 
to file notings on senior appointments in Delhi since 
2004. This move, which apparently impinges upon the 
powers of senior bureaucrats to dole out patronage, re- 
portedly attracted the ire of the powerful ‘IAS (Indian 
Administrative Service) lobby.' "If this (the proposed 
changes in the RTI Act) happens, and | have reasons to 
believe it might, it will be tantamount to repealing 
the law," he says, adding: "We'll have to brace ourselves 
for a long joumey ahead." That means his agenda for the 
months ahead has already been set. 

AMAN MALIK 
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NUMBERS OF NOTE 


1 57. The number of Indian scientists per million 
population, says the World Bank. For Japan, the 
figure is 5,095, followed by the US (4,099), Australia 
(3,353), UK (2,666) and China (545) 


5,340 MW: The installed capacity of wind power 
throughout the country in 2005-06 compared to 
3,595 MW in 2004-05 


Rs 60,000 crore: the present worth of India's 
FMCG market. By 2012, it is expected to touch 
Rs 1,06,300 crore 


5,846 km: Total length of the Golden Quadrilateral, 
of which 5,409 km was completed till June, 2006 


40,000. The number of tourists expected to visit 
Antarctica in 2006 


500,000: Estimated shortfall of personnel іп the 
Indian IT-ITeS sector by 2010 


$252 billion (Rs 11,84,400 crore): Combined 
profits of Exxon-Mobil, BP and Shell, the three 
biggest oil companies outside the OPEC nations, in 
2001-2005 


Over $300 billion (Rs 13,20,000 crore): Amount 
spent on subsidies by governments across the globe in 
2005, according to WTO World Trade Report 


Rs 22,000 crore: Exports from SEZs in 


2005-06, a 30 per cent growth over the previous 
year's figure of Rs 18,309 crore. The overall 
growth rate for exports is 23 per cent 


Rs 126 crore: The amount that Infosys 
Technologies will distribute among its employees on 
the occasion of its 25th anniversary 


$3.52 billion (Rs 16,544 crore): Foreign direct 
investment in Pakistan in 2005-06. It has more than 
doubled, from $1.524 billion (Rs 7,162.8 crore) a 
year ago 


$147.3 million (Rs 692.31 
crore): The amount of ‘tour’ money 
generated by the British rock band The 
Rolling Stones in the first half of 2006, 
more than any other band/group during 
the period 
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- КОП: The quota of 20,000 visas in 
B the H1B category reserved for those who have at 
least a master's degree from US educational 
institutions has been exhausted for 2007, the US 
Citizenship and Immigration Services (USCIS) has 

®» said. НІВ visas, which are availed of in large numbers 
by Indian IT professionals, allow US employers to 
hire highly educated foreign professionals who have 


: Japan has unveiled plans of forming 
a 16-nation East Asian Free Trade Zone that will 
include India, Australia, China, South Korea, New 
Zealand, the 10-member Association of South East 
Asian Nations (ASEAN) and itself. The proposed 
pan-Asian FTA covers half the world's population 
and a quarter of its gross domestic product (GDP). 
In absolute terms, this means a population of 3.1 
billion and a combined GDP of almost $10 trillion. 


experience in specialised areas 





! : xi ; US gross domestic 
xd la product grew 2.5 per cent in April-June, 
мы а marked deceleration from the 5.6 per 


SS SEN a cent growth recorded in the first three 
| is = months of the year. Consumer spending 
“чам d slowed down, and the contribution of 
“каса business investment was а cause for 
* concern. Particularly worrying for the 
Indian software sector is the 1 per cent 
fall in spending on equipment and 
$ E software compared to the 15.6 per cent 
"T? E? \ increase during the previous quarter. 


A cause of concern for the Indian software sector 


BUZZ ABOUT BUSINESS TRAVEL MANAGEMENT 


16V: The World Trade 
Organization talks may have collapsed, 
but negotiators are back at work. A 
global trade accord could still be struck 
within five to eight months, top US 
and Brazil trade negotiators have said. 
Developing nations such as India have 


partially, the humongous subsidies it 
pays its farmers. 


A survey of travel managers and business travellers in the world s top business travel markets throws up interesting findings 


Which measure will ease your travel-related 
arrangements the most? 
Providing an online booking option 
through your corporate travel provider 


Communications to travellers 
explaining the travel policy 


How familiar would you say you are 
with your company’s travel policy? 


Penalties for 
bookings 
outside of 
policy 


Don't have a corporate travel policy 


Not familiar 


Removing booking restrictions 
via the reservation system 


68 67 
55 
Somewhat familiar 


Figures are in per cent Figures are in per cent 


To what extent is your company consolidating 
its travel programme outside your country? 


Don't know 1 


Nat consolidating at 
vot consouóaung at an 
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“The round is not dead. I would say that it 
definitely between the intensive care and th 
crematorium” 


India’s Commerce and Industry 
WTO trade talks, in BBC.con 


“The age of computing has not even begun. What 
we have today are tiny toys not much better 
than an abacus” 


a research scientist at Hewlett 


“The Indians are trying to position themseh 
in a way the Chinese aren't, at the upper enc 
the business" 

of New York private equity firm MMG A 
on the global textiles industr ilking about th 
in BusinessWeek onlin 


“It’s going to be very difficult to breathe. Т! 
air is going to be very thick" 





the record heat ё 
levels, to AP 


“Standing here, it is difficult to believe we ar 
in India" 


India's Finance Ministe 





Centre, located on tbe outskirts of M 


“If I go under a bus tomorrow, it will be the 
four of them (that) will have to decide which of 
the ones should lead them" 


News Corp. CEO. 





elder children would decide who am 


trust's 30 per cent stake in the media congiomerat R 





“Deficits matter because they represent additions 
to debt that our children and grandchildren will 
either have to pay through higher taxes or 
Companies around the world have three principal objectives for reduced services” 
their managed travel programmes: Savings, Service and security US Federal Reserve í emor 

s, by far, their first priority. In the ( WT Business Travel 


en travel managers were asked what company 
күү]? : } | А 
its most expect from them, more than half (54 per We're learning to be humble and change ош 


ly to savings is traveller bad habits. Airbus is in the middle of a crisis” 
avel policy, which Is the second Airbus’ new chief, in Fortu 
Traveller safety was next with 
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ce is also considered essential and is the most I am going to start writing my three minutes. | 


important C agers evaluate their can say the most powerful stuff in three minutes’ 
outst J і ith 89 рег cent of them f a former Enron worker left jobi fter t , 

design t very important. Other criteria that were also Seen collapse, on ber expected speech at disgraced Ex-CEt 

aS Ver rtant by the majority of respondents are: experience sentencing, to AP 
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and access to all airline inventory (80 per c 
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ENDED: The 
= decade-old Ranbaxy 
family dispute. 
Ranbaxy promoter 
duo Malvinder 
Singh and Shivinder 
Singh and Max 
Group Chairman Analjit Singh have 
agreed to settle their dispute over the 
late Bhai Mohan Singh's will. Manjit 
Singh, the third son of Bhai Mohan 
Singh, is not party to the agreement 
between the two branches. 





LISTED: On New York Stock 
Exchange, WNS Holdings, the first 
Indian business process outsourcing 
company to do so, after it raised about 
$224 million (Rs 1,052.8 crore) in an 
initial public offering. 


UPGRADED: By Fitch Ratings, 
India's sovereign debt rating to 
investment grade, Prompted by the 
the country's strong fundamentals, 
it upgraded the long-term foreign and 
local currency issuer default ratings 
(IDRs) to BBB- from BB+ with stable 
outlooks. The short-term foreign cur- 
rency IDR was raised to F3 from B 
and the country ceiling upgraded to 
BBB- from BB+. 


SHIFTING: Consumer giant 
Hindustan Lever, from its landmark 


tT 





south Mumbai headquarters, Lever 
House, to a new campus in Andheri 
in the western suburbs of Mumbai in 
2008. HLL is also putting its food 
division headquarters in Bangalore 
on the block. 


RUNG: By Infosys 
Chairman N.R. 
Narayana Murthy, 
the opening bell of 
Nasdaq from 
" Bangalore on the 

occasion of the 
company's 25th anniversary. Infosys, 
the first Indian company to list on the 
Nasdaq in 1999, became the first in 
the Asia Pacific region to remotely 
open the trading at the world's largest 
electronic stock exchange on July 19. 


APPOINTED: Roland Junck, as Chief 
Executive and Aditya Mittal, as Chief 
Financial Officer of steel giant Arcelor 
Mittal. Arcelor Chairman Joseph Kinsch 
has been named Chairman and L.N. 
Mittal, President of the board of the 
merged company. 


BLACKLISTED: Two Indian com- 
panies, Balaji Amines and Prachi 
Poly Products, by the US for allegedly 
exporting technology to Iran that can 
be used for developing weapons of 
mass destruction or missile systems. 


THE INDICES THAT AFFECT INDIA MOST 


k 
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VALENTINO 





(handbags, shoes, leather goods 

and other accessories for men 
and women), Roma (easy-to-wear 
women’s collection) and R.E.D. 
(which addresses young consumers 
up to 25 years of age) are now avail- 
able in Delhi. Valentino, the com- 
pany that owns these brands, opened 
its first exclusive showroom in Delhi's 
Hotel Shangri-La in a tie-up with 
Mafatlal Luxury. 

Says Michele Norsa, CEO, 
Valentino: “Though | don't think India 
is a very important market in the 
short-term, it is important to have a 
presence here. The local market will 
have to be developed. The concept of 
‘dressing up’ is stronger in North India. 
That is why we have opened our first 
showroom here and not in Mumbai.” 

Unlike many other brands which 
enter markets like India with their 
accessories range, Valentino has 
launched its complete range of cloth- 
ing and accessories. Norsa says it 
is important to bring the “interna- 
tional fashion sense to India”. 
Therefore, the same product range 
that is on display in New York or 
Shanghai will also be available here. 
However, Indian consumers might 
find the products priced higher here 
than in Europe. Valentino's primary 
consumers are women in the 30-45 
age group because of its high pricing. 

SHIVANGI MISRA 


| TALIAN LUXURY BRANDS LIKE GARAVANI 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: Global professional services 
firm Ernst & Young. Here are the deals that were struck in July 2006. 


Deal Particulars: HeidelbergCement, the world's third largest cement manufacturer, has acquired 
a controlling stake in Mysore Cement, which has plants located in Damoh (MP) and Jhansi (UP) with 
a combined capacity of two million tonnes. As part of the deal, Mysore Cement has issued fresh shares 
to the German major at Rs 54 per share. Besides, existing promoter, the S.K. Birla Group will sell part 
DE ALTR AC KER of its own stake, which will increase Heidelberg's stake to 51 per cent. This will be followed up by an 
open offer. The deal will provide Mysore Cement nearly Rs 360 crore in cash, which will be used to 
| repay debt and to streamline operations. The deal values the business at nearly $90 (Rs 4,230) per 

tonne, which appears low in comparison to its listed peers. 


Impact Analysis: The deal provides Heidelberg a platform for entering the Indian market. The 
recent acquisition of Indorama Cement did ease its entry into the Indian market but that constituted 
pure grinding capacity and did not provide access to limestone reserves. It was considered essential 
for Heidelberg to gain access to limestone reserves to create a sustainable business in the future, 
| which it has now done. From an industry perspective, this deal is a portent of things to come as four 
HEIDELBERGCEMENT of the top five global players are now present in India. From the company's point of view, the deal 
will provide it with funds to work its way out of debt and provide it with necessary wherewithal for 

DEAL OF THE MONTH expansion and for debottlenecking capacity. 

















TARGET ACQUIRER INDUSTRY DEAL VALUE 
3¢ trare 

Manipal Health Systems — IDFC Private Equity Healthcare _ Investment 90 Undisclosed 
Parksons Packaging — — ChrysCapital —— — — — — 1 Packaging — Investment — 233 — 1 1 11 255 
CHT Holdings, UK Welspuninda —  . — ^  . Textiles › Acquisition — 113 ... 8596 
Emcure Pharmaceuticals — Blackstone Private Equity = Pharmaceuticals Investment 233 Undisclosed 
Phoenix Lamps Actis Private Equity — Auto Components Acquisition 133 . 37%. 
Daily Bread Britannia 2123. - Food & Beverages Acquisition Undisclosed 50% 
National Commodity and Derivatives Goldman Sachs Commodities Investment 106 7% 
Exchange SO oe ЖИ A 4 Sven 

United Home Entertainment Walt Disney — | Media Acquisition — 142 rs 5198 
Mysore Cement — - HeidelbergCement, Germany _ Cement Acquisition — 436.82 — — 51% 
Koutons Retail ‘UTlVentures — .— — Retail Investment — 27 Undisclosed 
Foundation Books Cambridge University Press Media й Acquisition 28 5% 
GlaxoSmithKline's Mundogen generic | Ranbaxy Pharmaceuticals Acquisition Undisclosed 100% 


business in Spain —— 








Sequoia Capital Food & Beverages Investment 93 10% 








Amalgamated Bean Coffee Trading 

Company £ anne EU __ d: 11 ESL E EEA 
Paras Pharmaceuticals _Actis Private Equity _ ^ ^ ^ Pharmaceuticals. Investment Undisclosed 10% 
Ganz Transelektro Villamossagi Zrt, Crompton Greaves Electrical Equipment Acquisition 208 100% 
Transverticum kft (Hungary) Meet aac? NONE EE: E O a 
Element K, US NIIT A ans Computer Software _ Acquisition 186 _ 100% 
AllSec Technologies „First Carlyle Ventures IES Investment 79 — Lion BI 
WebConverse US — _ R Systems International Computer Software Investment - 49 ... 1009 





Deal Watch includes only M&As, private equity and brand sale transactions N.A.: Not available 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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EPSON 


EXCEED YOUR VISION 









Black coffee or orange juice? “— 


) Jd 


It's easy to choose. With its unmatched productivity, efficiency & quality, the exciting 
range of Epson Laser Printers gets more work done, and faster. Which means 

v no more delayed presentations, no heavy workloads, no long hours & no black coffee! Epson Laser Printers 
son Aculaser So get an Epson Laser Printer today, and energize your workplace. 


^ 






Email: aculaser@eid.epson.co.in 
EPSON Helpline: For product info & service - 18 


+9PM) . For service (CDMA & Mobile) - 3900 1600 (9AM - 6PM) www.epson.co.in 
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THE BT 50 LIVING WITH, OR WITHOUT, TECHNOLOGY 
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respondents claim they could live without any of their high-tech toys. 






Synovate surveyed 5,500 respondents in Canada, China, France, India, Saudi Arabia, Taiwan 
BT 50 and Thailand, enquiring about their attitudes towards the latest technological devices. Here 
are the key findings: 
4297.18 What is the most important feature you look for when deciding 


which technological gadget to buy? 


Saudi 
Total France Canada Arabia China Thailand Taiwan India 






Es 


Figures are in per cent 


Which of the following statements apply to you? 


Total Canada Saudi China Taiwan 
France 


Arabia Thailand India 





Figures are in per cent Source: Synovate 
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The Sixth Coming 


Tata Motors will spend Rs 10,000 crore to change its product portfolio. KUSHAN MITRA 


AVI KANT, MANAGING 

Director, Tata Motors 

is unequivocal: “The 

company is entering 

he next phase of its 

evolution.” On the anvil: capex of 
Rs 10,000 crore over the next five 
years on new production facilities; 
a major revamp of its product lines; 
and the launch of its much-hyped 
“one-lakh car”. Kant says this is the 
sixth phase the 61- 
7m year-old company 
is entering. 
"Our first 













technical collaboration with 
Mercedes Benz between 1954 and 
1969 was the second phase. The 
third was between 1969 and 1984 
when we grew in a controlled econ- 
omy. Between 1984 and 1999, we 
faced a stiff challenge from Japanese 
light commercial vehicles (LCV) man- 
ufacturers, but still emerged the 
biggest player. And from 1999, we 
have been in what I would call the 
‘Indica’ phase, where we established 
ourselves in the passenger car mar- 
ket, recovered our financial strength 
and emerged as a strong organisa- 


product line and enter new geog- 
raphies and new segments." 

Tata Motors plans to completely 
revamp its passenger vehicle (PV) 
range; the so-called “Son of Indica” 
is expected to hit the road within 
three years; the Indigo and Marina 
will also be revamped. “The Indica 
was a first generation car and it has 
performed well. The next genera- 
tion car will have improved fit and 
finish, drivability and be less noisy,” 
says Rajiv Dube, Senior Vice 
President (Commercial and 
Marketing-Pv). In addition, the en- 


phase was tion. We are now entering a growth tire range of utility vehicles (uvs)— 
$ between 1945 phase, where we will change our from the dowdy Sumo to the 
2 and 1954 
M when we just 
Е муле ме јры FINANCIALS ARE STRONG AND EXPECTED TO GET STRONGER 
































Volume (units CVs + PVs) — — 399565 454,129 544,728 _ 
Net Sales (Rs crore) — Àh— 1749 — — 20056 5,254 _____ 
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LCVs _ 31997 — 18562 724 108084 74253 456 —— 
Utility Vehicles 8923 — 7410 — 204 — 39783 37032 74 — 
Passenger Cars 46354 — 37139 — 248 169512 152943 108 —— 
Total 125662 87,499 43.6 454343 399,565 137 


“Including exports 


Source: Company, SIAM 


Tata Motors’ Kant: In 
the driver's seat 





swankier Safari—will also undergo 
massive makeovers. Additionally, 
capacity at the company’s Pune 
plant will jump from 225,000 pas- 
senger cars and 90,000 Uvs per an- 
num to 300,000 cars and 150,000 
uvs by 2008. 

Then, there is the proposed joint 
venture with Fiat. Tata Motors is 
taking its joint-marketing agree- 
ment with the Italian carmaker fur- 
ther by entering into a joint-pro- 
duction agreement for utilising spare 
capacity at Fiat’s Ranjangaon plant 
outside Pune. Dube expects 30,000 
Tata passenger cars and 250,000 
power trains to roll out of this plant. 
It will also give Tata Motors access 
to Fiat’s next-generation common- 
rail diesel engines. 

But Tata Motors still generates 
65 per cent of its revenues from 
the sale of cvs. “The commercial ve- 
hicles business is undergoing a dra- 
matic change. Following the devel- 
opment of new highways, we are 
seeing less point-to-point travel and 
more hub and spoke travel,” says 
Telang P.M., President (Light and 
Small Commercial Vehicles) at the 
company. “Operators now prefer 
heavier vehicles for inter-city travel 
and very light vehicles, such as the 
Ace, for intra-city travel,” he adds. 
“The Ace highlights our abilities to 
innovate and sometimes create new 
niches,” says Kant. The Ace sold 
30,000 units in 2005-06. Bajaj Auto 
and Piaggio are now looking to 
enter this segment by 2007. 

Tata Motors is using expertise 
and technology from Tata-Daewoo 
Commercial Vehicles, the former 
Daewoo subsidiary which it bought 
in 2004 for Rs 465 crore, to 
develop the next generation of 
vehicles. “The new trucks will have 
power steering, cushioned seats and 
much more horsepower,” informs 
Telang. A recently signed Jv with 

Brazilian company MarcoPolo and 
a stake in Spanish firm Hispano 
have also given Tata Motors the 
capability to build bodies for buses. 





THE BIGGER PICTURE 


Market share is a two-way street. In passenger cars, the company has not been 
able to expand fast enough to keep up with rising demand. However, in commercial 
vehicles, Tata Motors is demolishing the competition. 








Passenger Cars 
: Others 





Tata Motors 


Hyundai Motor 


Utility Vehicles 


Mahindra & Mahindra 


Medium & Heavy CVs (Goods + Passenger) 








Ashok Leyland 


Others 4.2 


Light CVs (Goods + Passenger) 
Mahindra & Mahindra 





Others 


Tata Motors 


Figures in per cent Source:SIAM 
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How will the company finance 
these plans? Says Pravin Kadle, 
Executive Director (Finance), Tata 
Motors: “The company maintains a 
strong operating cash flow; so we 
will be able to fund our expansion 
from internal accruals. However, 
we are also exploring the possibility 
of raising some additional funds 
through debt instruments.” 

It won't, however, be roses roses 
all the way. Increased competition, 
rising input prices and zooming fuel 
costs can threaten the party. 
International-Mahindra, MAN-Force 
Motors and DaimlerChrysler are 
planning to enter the Cv segment 
within the next 12 months (There 
are also rumours of a launch by 
Hyundai). But Tata Motors has fac- 
tored these variables into its equa- 
tion. "It's not as if we have never 
faced competition before," Dube 
points out. Kadle points out that 
the company has also undertaken a 
major drive to reduce costs. “We 
have rationalised our supplier net- 
work and use e-commerce to keep 
costs in check,” he says, but con- 
cedes: “If prices continue to spiral, 
there will obviously be an impact on 
operating margins.” 

The company’s performance has 
impressed analysts. All major bro- 
kerages recommend “buy”. Vaishali 
Jajoo, an auto analyst at the 
Mumbai-based Angel Broking, is 
bullish despite her belief that the 
company’s cash flows will come 
under pressure because of the mas- 
sive capital expenditure. “Tata 
Motors’ growth, particularly in the 
commercial vehicles segment, will be 
impressive,” she says. 

The “small car” may be the tal- 
ismanic face of this phase of Tata 
Motors, but it is actually just a 
small cog in a very large wheel. 
“We hope to cross a million units 
a year in sales within five years. It 
took us 60 years to reach 500,000 
units; we will double that in five,” 
Kant says. 

KUSHAN MITRA 
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Success 


In Parts 


Everybody from Aston Martin to 
Warburg Pincus likes Amtek. 





Amtek's Dham: A is for attractive 


HE COMMON LINK BETWEEN 

James Bond’s favourite Aston 
Martin and Indian public transport 
brand Ashok Leyland Ltd (ALL) is: 

A: Agent 007’s next film will 
have him driving an Aston Martin 
convertible from Manali to Leh; 
the film’s climax will have Bond, 
with an Indian starlet in tow, per- 
forming his usual high-jinks at the 
wheel of a Leyland truck on the 
Mumbai-Chennai highway. 

B: Vital components to both 
Aston Martin and the Hinduja 
Group company are supplied by 
one Amtek Auto, а $650-million 
(Rs 3,055-crore) Indian auto com- 
ponents firm. 

A can never be ruled out, but B 
is the answer. Amtek, which started 
operations out of Sohna in 
Haryana in 1987, supplies vital 
components to a host of global 
and local auto components, to- 
talling at least 52 major brands 
across the world, including Aston 
Martin and ALL. Amtek’s compo- 
nents, ranging from cylinder bocks 
to transmission heads to gear 


shifters, can also be found in sporty 
Jaguars and BMWs оп Germany’s 
Auto Bahn. And of course in 
India’s favourite, Maruti Suzuki. 

That's just one reason for Amtek 
being closely followed by 
investors—the private equity variety 
included. Last fortnight, Warburg 
Pincus picked up over 9 per cent 
stake in auto parts maker Amtek 
Auto from the open market. The 
acquisition is expected to cost 
Warburg nearly Rs 292 crore, put- 
ting the valuation of the company at 
around Rs 3,400 crore, four times 
the company’s annual sales. 
Warburg’s buy-in follows on the 
heels of private investment banking 
group Stonebridge Investment pick- 
ing up 4 per cent for Rs 144 crore 
around June-end. 

Amtek has been chasing growth 
aggressively—revenues were up 62 
per cent for the June quarter— 
organically and inorganically, back 
home and overseas. Recently Amtek 
acquired Akiel Castings in Pune 
and Amforge's con-rod division in 
Delhi. Global operations pitched 
in with 53 per cent in the June 
quarter; the figure was even higher 
in the March quarter, at almost 55 
per cent. Next stop? *Mexico and 
East Europe,” says Arvind Dham, 
Chairman and Managing Director, 
Amtek Group. 

Recently Amtek had reportedly 
emerged as the highest bidder for JL 
French Automotive Castings Inc.’s 
Whitham plant in Essex in the UK, 
pipping Swraj Paul’s Caparo Group. 
A final announcement in this regard 
is expected soon. Amtek is also said 
to be eyeing a machine component 
unit abroad for about $250 million 
(Rs 1,175 crore). It could also 
acquire a casting firm for about 
$20-25 million. Cash isn’t a con- 
straint. Amtek had mopped up $250 
million (Rs 1,125 crore) through 
five-year convertible bonds in May 
and has cash reserves of another 
$100 million (Rs 450 crore). 

AMIT MUKHERJEE 
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Burning 


A Hole 


Should private sector petrol 
be subsidised too? 


T'S NEVER AN EASY RELATIONSHIP 
Die a retailer and a manu- 
facturer regardless of the industry in 
question. A common gripe is the 
low margins being offered to the 
retailer, which he is unable to pass 
on to the end-consumer. Something 
on those lines is on between 
Reliance Industries Ltd (RIL) and its 
petrol pump retailers who, earlier 
this month, threatened to go on 
strike. This was the result of RIL de- 
ciding to increase the price of petrol 
and diesel by Rs 2.50 per litre, what 
with crude oil prices showing few 
signs of cooling off globally. Not 
surprisingly, this resulted in damp- 
ened demand that angered the retail 
outlets. In some cases, it is learnt 
that the demand for diesel dropped 
to a fifth of the actual sales. 

RIL feels the playing field isn't 
level amongst public and private 
sector oil companies in the Indian 
petroleum retail marketing sector. 
"As per estimates, the Government 
of India provides Rs 5.77 per litre of 
subsidy for diesel sold through out- 
lets of PSU oil companies. The private 
sector oil companies have been kept 
out of the government-sponsored 
survival package," says RIL, via an 
official communiqué. It argues that 
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A Reliance Petro outlet: Company seeks a level playing field on subsidies 


even after the price increase, the 
company is incurring "substantial 
losses" in retail marketing that has 
affected the operations and revenues 
of the RIL dealers. The current 
increase in prices is, therefore, an 
attempt to cut losses. RIL today has 
over 1,250 retail outlets, out of 
which it owns and operates more 
than 400. Post the increase in price, 


One Arm Tied 





RT wea , 


a litre of petrol at a Reliance-owned 
company outlet in Navi Mumbai is 
Rs 52 while it is Rs 51 at a PSU out- 
let. The price of diesel at a Reliance 
outlet is Rs 41 while it is Rs 39.50 at 
a ISU outlet. Reports have suggested 
that an agreement has been reached 
between RIL and its retail outlets, 
which means the strike is off for the 
moment. In turn, RIL will offer 
incentives like waiving network 
usage charges, increasing margins 
for diesel apart from bearing the 
cost of interest on loans for three 
months. But as V.K. Sharma, 
Director & Head (Research), 
Anagram Stockbroking, says, the 
need of the hour is to have a uni- 
form policy. “If that is not the case, 
this kind of a problem can only 
crop up again.” That it can. 
KRISHNA GOPALAN 


Are lending rates really moving faster than deposit rates? 


IKE PRIVATE AND FOREIGN 
banks, it may not be easy for 
over two dozen public sector 
banks to resort to aggressive 
interest rate hikes in future. The 
Finance Ministry has controver- 
sially directed public sector banks 
(PSRs) to take prior board approval 
before hiking prime lending rates 
(PLR). And PSB honchos are pre- 
dictably unhappy. *They want us 
to offer a subsidised lending rate 
and a market-linked deposit rate," 
says a visibly upset CEO of a state- 
owned bank. 

Globally, interest rates are 
directly linked to cost of capital, 
which is the money mobilised 
through public deposits and other 
sources. Back home, of late, as 
inflationary pressures set in, 
deposit rates rose and along with 
them lending rates too moved up. 
But the argument put forward by 
the government is that the lending 


rates moved up much faster than 
the deposit rates. The government, 
as a shareholder in PSBs, in all like- - 
lihood would now press for a 
matching hike in the deposit rates. 
"There is definitely a case for 
quarter to half a point 
hike in deposit rates," agrees 
another banker. But such a deci- 
sion will shrink the margins of 
many state-owned banks, which 
otherwise would have been added 
to the profits. “It’s a vicious circle,” 
says another banker. З 
PSBs today have to spend big 
money to stay efficient, including, 
for instance, investments on 
automation, especially in rural 
areas. It’s such indirect costs that 
are included in every loan doled 
out by these banks. If the gov- 
ernment prevails, survival would 
have just become tougher for 
India’s PSBs. | 
ANAND ADHIKARI 
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Outsiders’ 
Day Out 


Why isn’t anyone from SEBI 
able to rise through the ranks? 


HEN PRATIP KAR, THE LONGEST 
serving Executive Director 
at the Securities and Exchange 
Board of India (SEBI), called it a 
day after nearly 14 years with the 
market regulator, the Mumbai 
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financial grapevine was abuzz with 
possible reasons for his departure. 
Were "personal reasons”—as rep- 
ortedly cited by Kar the provoca- 
tion, or is there more to it? One 
school of thought is that Kar, who 
headed the surveillance depart- 
ment and was also in charge of 
secondary market operations, 
might have got frustrated because 
of the restricted growth prospects 
at the regulator (Kar could not be 
reached for comment). And there 
may be some truth in that theory. 


For Kar to climb up to whole- 
time director—the next logical 
move upward—was proving to be 
difficult, point out observers in 
the know. 

Yet, some might consider Kar 
lucky for being the only SEBI hand 
from the ranks to reach the post of 
ED. Nobody else has had that priv- 
ilege. Current Chairman (M. 
Damodaran), the three whole-time 
Directors (T.C. Nair, G. 
Anantharaman and V.K. Chopra), 
and three EDs (R.K. Nair, R.S. 
Loona and M.S. Ray) are all from 
outside. Why, even a couple of 
Chief General Managers (CGMs) 
are outsiders. One CGM who was 
an insider, Dulal Chanda, recently 
faxed in his resignation from the 
Us, reveal sources. Interestingly, 
most of SEBI's current bunch of 
honchos have either been bankers 
or are from the income-tax dep- 
artment. So far there hasn't been 
one senior post that has been occ- 
upied by a securities market per- 
son, which comes as a bit of a 
shock when you consider that tack- 
ling frauds like price-rigging and 
insider trading calls for highly spe- 
cialised skill sets. Of 5ЕВІ°5 350 
officers of the total 450-odd SEBI 
employees, is it difficult to find a 
few good men (even one) to climb 
the ranks? SEBI insiders counter 
that the organisation is young and 
there isn't enough experience that's 
needed at the top positions; ano- 
ther hazard is the low remunera- 
tion, which results in a high attri- 
tion rate, Says a merchant banker: 
"A manpower shortage is the main 
reason why PSU officials take the 
top positions. However, this slows 
things down as it takes them time 
to understand the securities mar- 
ket." However, it's for the powers 
that be to decide whether ЅЕВІ 
should have personnel trained in 
securities trading at the top lev- 
els, or whether it should continue 
to depend on outsiders. 

MAHESH NAYAK 
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A Hazy Big 
Picture 


Multiplexes are growing. But 
are the stocks keeping pace? 


HE NUMBERS ARE CAPTIVATING: 

Some 900 movies in a year 
yielding cumulative revenues of Rs 
7,800 crore in 2005-06 (accord- 
ing to FICCI's report on the enter- 
tainment industry). Those movies 
are watched on an estimated 12,900 
screens. Just 328 of those are mul- 
tiplex screens which, according to 
Edelweiss Securities, will go up to 
1,035 in two years. Now for the 
clincher: Multiplexes, which acc- 
ount for just around 2.5 per cent of 
the total screens, rake in 35-40 per 
cent of collections. 

The multiplex industry is going 
all out to grab the opportunity. The 
major players—Pvr Cinemas, Adlabs 
Films, Inox Leisure and Shringar 
Cinemas—have chalked out agg- 
ressive plans to roll out new sites. 
To support their expansion plans, 
the multiplex companies have been 
aggressively raising capital: РУК 
raised Rs 38 crore in 2003 from 
ICICI Ventures and in December 
2005 another Rs 128.25 crore 
through an initial public offering 
(РО). Inox raised Rs 144 crore 
through a public float in February 
this year, while Shringar followed 
up its Rs 45 crore IPO in April 2005 
with a recently completed $20 mil- 
lion (Rs 94 crore) issue of foreign 
currency convertible bonds (FCCB). 
Adlabs, now in the Anil Ambani 









соне multiplexes: But there may be too many of them in pockets 


fold, raised $100 million (Rs 470 
crore) through an FCCB issue in 
December 2005. 

With so much going for them, 
why are multiplex stocks 30-50 
per cent off their 52-week highs, 
although they still quote at high 
price-earnings multiples, in the 30- 
40 region on forward earnings? 
The answer, it would seem, is that 
investors have already factored in 
expectations of high growth in rev- 
enues and profitability for the next 
two-three years. The question, to 
which few have an answer, is: What 
happens after that? 

The uncertainty brewing 
revolves around three-four crucial 
areas: Delays in rollouts of new 
sites, a long list of approvals needed, 
a high entertainment tax (as high as 
50-60 per cent in some states), and 
a fear of an oversupply situation in 
the medium to long term. Consider 
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the issue of delays, triggered by real 
estate developers who can’t deliver 
on the promised D-day. Sanjay 
Malhotra, CFO, PVR Cinemas, says his 
company has chosen to hedge the 
risk by following a portfolio app- 
roach of locking in multiple prop- 
erties. Inox has forged a longer term 
relationship with Future Group by 
obtaining a first right of refusal on all 
the latter’s properties. Once the sites 
do get delivered, the battle shifts to 
securing approvals and clearances. 
Over 41 approvals are needed to 
get a multiplex going. Says Shravan 
Shroff, Managing Director, Shringar 
Cinemas, whose four-screen 
Kandivali multiplex in Mumbai was 
delayed by five months due to delays 
in approvals. “We have learnt from 
the Kandivali experience to first 
get all approvals and then do the fit- 
outs so that properties can begin 
operation as soon as they are 
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ready.” Tushar Dhingra, CFO, 
Adlabs, agrees: “Delays are a major 
pain area all multiplexes face.” 
Adlabs’ Kanjurmarg multiplex in 
Mumbai was delayed due to 
approvals for nearly four months. 
The other sticky area is enter- 
tainment tax, which results in 10-20 
per cent lower margins, if not 
waived (currently eight states in the 
country provide an exemption). 
Says Manoj Bhatia, СЕО, Inox, 
which enjoys exemptions at all its 
sites (11 in all) except Bangalore: 
“Entertainment tax is a challenge for 
the sector. If it doesn’t start coming 
down, things will become difficult. 
The industry should be treated at 
par with other industries. In states 
where entertainment tax has been 
reduced, collections have gone up.” 
Then there’s the risk of over- 
supply in pockets. Gurgaon’s MG 
Road with its four multiplexes (and 
15 screens) and the Andheri Link 
Road in suburban Mumbai are 
arguably examples of irrational 
expansion. “Each of us will have 
to be cautious not to build in places 
that already have a supply of mul- 
tiplexes,” says Shroff, who isn’t yet 
troubled by overcapacity—not in 
Mumbai. “The Andheri Link Road 
in Mumbai, which has three multi- 
plexes and 15 screens, has seen 
gross average weekly ticket sales 
rise from Rs 45 lakh when there 
were two multiplexes, to Rs 57 lakh 
when the third multiplex, Cinemax, 
came up,” he reasons. Adlabs’ 
Dhingra does not see a situation of 
oversupply in the next eight to 10 
years. “There might be certain areas 
of overbuild, but India’s popula- 
tion moving out of home enter- 
tainment coupled with the retail 
revolution means there is enough 
room for growth beyond the metros 
in 400 cities and towns in the next 
eight to 10 years,” he says. The 
show is on—not just on MG Road 
and Andheri Link Road, but on 

Dalal Street too. 
SHIVANI LATH 
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Primary Recovery 


IPO success could signal a revival. But what about retail? 


M&M's Mahindra: Speeding away 


S A REVIVAL IN THE PRIMARY 
Its on its way? After a 
bleak period, during which ini- 
tial public offerings (IPOs) of com- 
panies like Deccan Aviation never 
climbed beyond the offer price 
(instead the Deccan stock was 50 
per cent off the offer price)— 
some IPOs like those of Shirdi 
Industries, Vigneshwara Exports 
and Bluplast Industries failed to 
get subscribed in the first place— 
two high-profile issues got over- 
subscribed last fortnight. Tech 
Mahindra created a record for 
the year by getting oversubscribed 
70 times. GMR Infrastructure & 





Faster 
And Foster 


SABMiller is all set to 
narrow the gap with UB. 


ITH SABMILLER PLC ACQUIRING 

X the Indian operations of 
Foster's Group, including the brand 
for $120 million or Rs 564 crore (it 
also acquired the company's 
Vietnam business for $105 million 
or Rs 493.5 crore), the stage is set 
for the beginning of the end-game in 





Power also had few prob- 


lems, sailing through with 
an oversubscription figure 
of 6.7 times. 

Tech Mahindra was 
clearly the star of the market. 
At the institutional and high 
net worth individual levels, 
oversubscription was 100 
times. Foreign institutions 
accounted for 60 per cent 
of the institutional bid in the 
GMR issue. However, retail 
interest has been tepid: Just 


issue was undersubscribed on the 
retail front. GMR's pricing might 
have had plenty to do with that. 
The company offered its shares at 
a price earnings multiple of 84- 
100 (at the two ends of the price 
band). Tech Mahindra on the 
other hand was less aggressively 
priced at a P-E of 13.9-16 times. 
Says Gurunath Mudlapur, 
Managing Director, Atherstone 
Institute of Research, “At the end 
of the day common investors only 
understand simple valuations 
basics." Let's keep it that way. 
MAHESH NAYAK 


India's beer market, a fight for 
supremacy between the former's 
Indian arm SABMiller India and Vijay 
Mallya's UB. It seemed only apt that 
an acquisition should help bridge 
some of the gap: SAB entered the 
Indian market six years ago by 
acquiring Narang Breweries and 
has since acquired several breweries 
and brands, the most notable being 
its acquisition, in June 2001, of 
Mysore Breweries (with its Knock 
Out brand) and in May 2003 of 
Shaw Wallace’s beer brands for 
Rs 300 crore. 

The acquisition boosts sAB's 


market share in the 100 million 
cases a year (each case has 12 bot- 
tles, each with a capacity of 650 
ml) Indian beer market to 39 per 
cent; market leader UB owns half 
the market with its flagship brand 
Kingfisher controlling almost a quar- 
ter. It comes at a time when the 
market is growing at a sluggish 7 per 
cent a year (India is definitely hard 
liquor territory). And, at another 
level, it comes at a time when SAB’s 
Managing Director Richard Mark 
Rushton has moved on to an 
international posting (his successor 
Jean-Marc Delpon de Vaux was 
yet to arrive at the time this maga- 
zine went to press). 

UB, along with its partner 
Scottish and Newcastle (the latter 
owns a 37.5 per cent stake in the 
former) were also in the race to 
acquire Foster’s assets, and 
Chairman Vijay Mallya must be 
disappointed at losing out. Still, it 





м. à 
SAB's Rushton: Off on a cheerful note 


must be said that Foster's will help 
SAB more than it could have UB. 
Although SAB is a strong player in 
the strong beer segment of the 
Indian market that accounts for 
more than 60 per cent of the whole, 
it is weak in the mild beer segment 
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where profit margins are typically 
higher (Kingfisher has a strangle- 
hold over the segment). Foster’s is a 
relatively stronger player in the mild 
beer segment with its eponymous 
brand (it boasts a six per cent share 
in this segment). And the capacity 
the acquisition will add to SAB, 4.5 
million cases a year isn't some- 
thing to be sneezed at either. 
*Foster's has a very strong presence 
in the Mumbai and Delhi markets 
and has tremendous brand equity 
in the premium mild category," 
says Sandeep Kumar, Director, 
Corporate Affairs and 
Commmunication, SAB. “This is a 
very synergistic acquisition," He 
adds that the acquisition doesn't in 
any way change SAB’s plans 
of investing $125 million (Rs 587.5 
crore) over five years (starting 
2005). 

UB and sas will likely go head to 
head again in the battle for Mohan 
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Meakin’s brewing business. The 
company, with its Golden Eagle 
brand, has a market share of around 
9 per cent and should SAB acquire 
this, it will literally be breathing 
down UP's neck. 

VENKATESHA BABU 





Will You Buy 
BSE Shares? 


BSE will do an IPO, and may 
even get a foreign partner. 


AJNIKANT PATEL, MANAGING 

Director and CEO of the 
Bombay Stock Exchange (BSE), is a 
busy man these days. No, it’s not 
the volatility in the benchmark 
Sensex that’s keeping him back at 
work long after trading hours. 
Rather, it’s the slew of local and 
foreign visitors knocking on the 
door of his 26th floor office in the 
29 storey Phiroze Jeejeebhoy 
Towers, headquarters of BSE. As 
the May 2007, the D-day for 
demutualisation approaches for the 
132-year-old stock exchange— 
demutualisation essentially involves 
transforming a not-for-profit insti- 
tution into a bottom line-oriented 
entity—a number of players across 
industry are showing their interest 
in acquiring stake in the exchange. 
Sources at BSE reveal these include 
six stocks exchanges—the Nasdaq, 
the New York Stock Exchange 
(NYSE), the London Stock Exchange 
(LSE), the Singapore Stock Exchange 
(SGX), the Australian Stock 
Exchange (ASX) and the Euronext— 
private equity players like Temasek 
of Singapore, the world’s largest 
pension fund Calpers, and global 
investment houses like Nomura and 
Fidelity. They’re all in the running 
for a stake in Asia’s oldest stock 
exchange that is the world’s 17th 
largest by market capitalisation. On 
August 4, the market cap of the BSE 
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stood at Rs 27,37,821 crore. 

Not bad for an exchange that 
began under a banyan tree. 
Demutualisation is the second step in 
the exercise to transform BSE from a 
cosy coterie of brokers into a pro- 
fessionally-run corporation. The 
exchange was corporatised last 
August. As a logical conclusion, BSE 
now has to dilute the 100 per cent 
stake of its broker members to 49 
per cent (BSE’s equity capital stands at 
Rs 67.7 lakh). There are various 
ways to do this: A mix of an offer 
for sale and an issue of fresh equity, 
bringing in a strategic investor, going 
for an initial public offering (IPO), 
or a combination of a strategic sale 
and an Iro. “At the board level (con- 


sisting of 12 members, including 
three broker representatives) we 
have decided to go in for a mix of 
strategic sale as well as an iro. We 
have decided to offer 26 per cent to 
a strategic investor, while a 25 per 
cent stake sale will be through an 
IPO," says Patel, who took over as 
CEO in 2004 (he had joined BSE as 
Executive Director in 2001). *We 
would prefer to place the stake with 
one or two strategic investors, but if 
a financial investor of quality and the 
kind of integrity that is required 


ACETATE PRIOR 


emerges we may also consider 
them,” adds Patel, a former banker. 

However, there's still some 
spadework left to be done. A lot 
hinges on the disinvestment guide- 
lines to be approved by the board 
of the Securities & Exchange Board 
of India. The BSE has, in the mean- 
while, appointed Kotak Mahindra 
Capital Company as the financial 
advisor to identify a strategic part- 
ner and also to work out the 
modalities for the proposed public 
offer. Patel is confident about meet- 
ing the May 2007 deadline. His 
roadmap: A strategic partner by 
end-December, and the РО by May 
2007. Interestingly, BSE’s demutu- 
alisation plan will follow the same 





model used by 20 regional exc- 
hanges for bringing down their 
stake in their respective exchanges. 
If the regional exchange makes 
business sense, BSE can even merge 
some of them with itself. 

Despite losing its monopoly fol- 
lowing the establishment of NSE, 
BSE still controls 35 per cent of the 
total trading turnover of the Indian 
equity market. A huge reserve of 
Rs 932.22 crore and investment in 
the form of property is also 
expected to help bankers in 
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determining the exchange's valua- 
tion. Apart from the offices on the 
exchange, BSE also owns two other 
properties around Dalal Street. 
Foreign listed exchanges will form 
the benchmark for pricing the stock 
of BSE (see Suitors for the BSE...). Of 
the listed exchanges, Nasdaq enjoys 
a price to earning multiple of 33 
times, while it is 29 and 20, 
respectively, for LSE and SGX. What 
could bolster BsE's valuation is that 
it has the highest number of listed 
companies amongst the world’s 
exchanges. The number is 4,793 
(of which 2,000 are actively traded). 
Will the number go up to 4,794 
by 2007? 

MAHESH NAYAK 








The Demerger 
That Wasn’t 


The real reason why GE 
Shipping called it off. 


T ANNOUNCED THE DEMERGER OF 
its offshore division a year ago, 
but in the end GE Shipping just 
couldn't pull it off. 
The company's aim was to 
delink its offshore services from 
the cyclical shipping business, while 
placing greater focus and managerial 
control on the separated entity, in 
the process unlocking value for 
shareholders. But GE Shipping, run 
by Bharat Sheth, could not demerge 
its offshore service business into a 
separate entity, Great Offshore, 
which was to have cousin Vijay 
Seth in charge. Reason: It wasn't 
able to fulfill the scheme of 
de-merger within the stipulated time 
of six months that was ordered by 
the Bombay High Court. The order 
said if the de-merger didn't take 
place in the said time then the 
scheme of de-merger would auto- 
matically lapse. 
Company officials vaguely claim 
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that “time constraints was the reason 
for the demerger lapsing.” That may 
be just one part of the story. Analysts 
point out that the state-owned oil & 
gas giant ONGC might well have had 
a crucial role to play in spiking the 
restructuring. Says Huzaifa 
Suratwala, Research Analyst at 
Emkay Share & Stockbrokers: “The 
failure to receive approval from 
ONGC was the primary reason for 
the demerger being unsuccessful.” 
The company’s offshore services 
business receives 80 per cent of its 
business from ONGC, which wasn’t 
quite comfortable with the weak 
balance sheet of the offshore busi- 
ness on a standalone basis. 
Apparently ONGC wanted GE 





Shipping to be the guarantor for 
Great Offshore and execute con- 
tracts in case the demerged entity 
wasn’t able to. “GE Shipping did not 
agree to take the liability on its bal- 
ance sheet. ONGC was not ready to 
sign a business contract with Great 
Offshore without GE Shipping’s guar- 
antee.” Company officials rubbish 
these claim. Shareholders looking 
forward to more value—holders of 
five GE Shipping shares would have 
got four shares of the flagship and 
one of Great Offshore—would be a 
crestfallen lot, although the man- 
agement has reportedly promised a 
new bout of restructuring. Investors 
may no longer be as eager any more. 

MAHESH NAYAK 
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but 


just 1 second to kiss the sky. 
At Secure Meters, 


we believe those 5 years of research were the key. 





It is for this one second that one puts in years of hard-work. It is to this one second that mankind is always gratetu 

4  Butitisthe years of research that finally deliver that one second. We at Secure Meters sincerely believe this. Precisely 
for this reason, we have dedicated a human capital of more than 250 R&D professionals, working incessantly in the 
field ofenergy management and innovative metering solutions to help the power sector grow 


* Largest metering R&D team in the world * Four R&D centers of excellence 
* Four world class manufacturing facilities * Largest exporter of metering products from Ind 
* Serving customers in forty countries 





y SECURE 
\ 


om 
TV SECURE METERS LIMITED 
tI 


Head Office: P O. Box No. 30, Pratapnagar Industrial Area, Udaipur - 31 3003, INDIA 
E-mail: mktg@securemeters.com; Website: www.securemeters.com 


` bt current | 





d Time Lucky? 


jtm tbr are beck d 





dox: entered Indis 
.10 years. ago, only to leave by 
1999, is back. As are investment 





banks 1 

Suisse First Boston (CSFB), which 
shut Indian shops in 1998 and 
2001, respectively. The East Asian 





trading i in 2001 for its role in a 
price-fixing scandal. As Vaishali 
Nigam Sinha, Executive Vice 
President, India Head (Investment 


ing), Daiwa Securities sMBC 
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Gas Balloons 


LNG prices soar, but that 
hasn’t dampened demand. 


ILL ONLY A YEAR AGO, PROSPECTS 

appeared bright for the lique- 
fied natural gas (LNG) sector in India. 
Thanks to LNG being a lower-cost 
substitute to naphtha—iNG spot 
Prices, at $8-10 (Rs 376-470) per 
Million British Thermal Unit (MBTU), 
are half those of naphtha—a num- 
ber of user industries like fertiliser, 
glass, ceramic as well as captive 
power plants made the switch to 
LNG from naphtha. As imports of 
LNG shot up, to 7.5 million tonnes 
last year, LNG terminals and shipping 
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cent stake i in the entity), explains: 
“When our operations 
in 1999 we closed down 14 rep- 
resentative offices, including India. 
The crisis in Japan, triggered by the 
Asian crisis, coupled with the 
merger of Daiwa with Sumitomo 
Bank, are why we closed our India 
operations.” 

They have good reason for 
coming back. Says Sinha: “Unlike 


last time, when our decision to 


set up shop in emerging markets 
was more sentiment-driven, this 
time round it’s the strong funda- 
mentals of the Indian economy and 
the huge interest from Japanese 
investors (retail as well as institu- - 


Japanese 
investors,” adds Sinha. Is Daiwa 
here to stay this time? The 
investors might well decide that. — 

MAHESH NAYAK 


companies with plans to create an 
LNG fleet looked set for boom times. 
What they clearly hadn't factored in 
was the spiralling cost of crude oil. 
Supplies from Ras Gas, Qatar to 
Petronet LNG, which is just one of 
the two companies in India with 
terminals, with a total capacity of 5 
million tonnes (the other is Shell 
with half that capacity), were 
pegged at a price of $2.53 (Rs 
118.9) per MBrU. The agreement 
was signed in 2004, with a clause 
for revision after five years. What is 
significant is that crude oil prices 
were at $20 (Rs 940) per barrel 
levels at that time. 

Those prices have sky-rocketed 
since—last fortnight they hovered 
around $75 (Rs 3,525) per barrel. 


That's why, come 2009 (which is 
when the Ras Gas-Petronet agree- 
ment comes up for renewal), the 
fixed freight on board price of LNG 
being imported by LNG is expected 
to shoot up. And, as A. Sengupta, 
Director (Finance), at Petronet says: 
"There is no choice but to fall back 
on spot LNG imports to bridge the 
demand-supply gap." Reasons? 
One, a $20 billion or Rs 94,000, 7.5 
million tonne LNG deal with Iran 
has all but fallen through, what 
with Iran pressing for a price of $5 
(Rs 235) per MBTU as against the 





Note: MMSCMD = milion metric standard cubic metres per day 
Source: petroleum ministry market 


initially agreed upon $3.25 (Rs 
152.75) MBrU. Two, new gas sup- 
plies from the Krishna Godavari 
basin, where Reliance Industries 
has made discoveries, are not 
expected before 2009, 

But demand for LNG is expected 
to remain tight till 2010, as no new 
capacities are expected to come up 
before that year. That explains why 
the Ratnagiri Gas & Power Project 
(formerly Dabhol Power Co) is shut 
down. If it does buy spot LNG, the 
power costs for consumers will 





shoot up. Ashish Kashive, Head of 
Fuels Practice at Crisil Infrastructure 
Advisory, believes that given the 
current demand-supply equation, 
“it will be a challenge to tie up long- 
term LNG contracts.” Experts, 
though, wonder why the govern- 
ment didn’t think of locking into 
long-term contracts when crude 
prices were soft and stable. 

Yet, LNG suppliers like ONGC, 
10C, Petronet and Shell aren’t going 
slow on picking up LNG at spot 
prices. That’s because LNG is still 
half the price of naphtha. “The 
sale of spot cargoes in the Indian 
market has rekindled the interest of 
LNG suppliers in the Indian mar- 
ket,” avers Kashive of CRISIL Advi- 
sory. Petronet recently picked up 
two spot cargoes at $7.77 (Rs 
365.19) per MBTU. If LNG prices 
are shooting through the roof, few 
are complaining. 

ANAND ADHIKARI 
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Get The 
Kids First 


Walt Disney buys UTV’s kids’ 
channel. Is UTV next? 


VER SINCE THE WALT DISNEY 

Company flagged off its India 
operations by launching two kids' 
channels—Disney Channel and 
Toon Disney—in December 2004, 
there has been considerable spec- 
ulation about the $32 billion (Rs 
1,50,400 crore) US toon giant's 
next big move. It came last fort- 
night when Disney agreed to buy 
out competing kiddie channel 
Hungama TV, promoted by the 
Mumbai-based media and enter- 
tainment house, UTV Software, for 
$30.5 million (Rs 143.35 crore). 
But evidence of Disney’s larger 
ambitions for India were in ample 
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Walt Disney's Bird & UTV's 
Screwvala: Made for each other 
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evidence in its decision to acquire 
a 14.9 per stake in UTV itself, for 
$14 million (Rs 65.8 crore); a per- 
centage more, and Disney would 
have triggered a mandatory open 
offer to UTV shareholders for ano- 
ther 20 per cent of the company. 
“India is an important market for 
us,” says Andy Bird, President, Walt 
Disney International, just in case 
you're still wondering about the 
reason for the two transactions. 

Ronnie Screwvala, Promoter, 
UTV Software, for his part, won't 
be complaining about the value 
he's realised. He took urv public 
last year, by offering shares at 
Rs 130, which eventually got listed 
at Rs 165. The Disney-urv deal 
was struck at Rs 192.50 per share. 
That's not the only profit Screw- 
vala has made. As he told вт: “We 
have made an investment of 
Rs 60 crore to date on Hungama 
TV." That’s a cool 100 per cent- 
plus profit in a little under two 
years (the channel was launched in 
September 2004). 

With Hungama in the bag, 
Disney gets hold of a larger chunk 
of the kids’ channel pie, which 
had a total viewership share 
(amongst kids) of 16.1 per cent 
as of June, as against 11.7 per cent 
last June, with other players like 
Cartoon Network, POGO, Nick- 
leodeon and Animax completing 
this segment. 

With three channels in its fold, 
Disney would now boast a share 
of roughly 35 per cent of the kids 
channel market estimated at Rs 
100 crore and 0.23 per cent of 
the total advertising pie and 7 
per cent of viewership of these 
channels. Adds Ravi Kiran, CEO, 
South Asia, Starcom MediaVest 
Group, a media network that's a 
part of the Paris-based Publicis 
Groupe: “We see the share of 
kids’ channels amongst kids grow- 
ing over the next two years to 
25-28 per cent." 

Kiran also points out the 
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Hungama acquisition helps Disney 
expand its nationwide footprint. 
“Hungama is strong in Mumbai, 
the rest of Maharashtra, Gujarat 
and West Bengal, particularly 
Kolkata. These are areas Disney is 
not particularly strong in." 
Disney's other big advantage is 
that its programming is available in 
Hindi, Tamil, Telugu and English. 

The big question, though, is 
when will Disney make an open 
offer to UTV shareholders. To be 
sure, there's plenty of synergy 
between Disney Pictures and urv 
in the movie market. UTV has pro- 
duced blockbusters like Rang De 
Basanti, Swades and Lakshya, 





whilst Disney’s most recent suc- 
cessful franchise is the Pirates of 
the Caribbean, 

According to Bird, if the syn- 
ergies are in place, Disney would 
be looking to squeeze into 
Bollywood. “We intend to capi- 
talise on the expertise of our syn- 
ergies. Over time, we will bring in 
our content and will have access 
to UTV's film business." With 
Hungama, Disney is well placed 
to dominate the Indian kids' 
channel space. Now, how long 
will it be before it flexes its mus- 
cles in a similar manner in the 
movies market? 

KRISHNA GOPALAN 








The Growth 
Resort 


Indian Hotels is on a capac- 
ity acquisition binge in India. 
OING INTERNATIONAL IS THE 
mantra for Indian industry 
these days, and it’s no different for 
Indian Hotels Co Ltd (IHCL), the 
Tata company that owns the Taj 
brand. The provocation for out- 
bound growth for most Indian com- 
panies across sectors is similar: New 
geographies, new clients, new con- 
sumers. For IHCL, cross-border 
expansions are being provoked by a 
slightly different paradigm. As 
Raymond Bickson, Managing 
Director, IHCL, explains: “A lot of 
large (hospitality) companies set- 
ting up operations in India today 
have global distribution channels 


ROOM FOR GROWTH 






ARRANGEMENTS 


NEW PROPERTIES ADDED 


as well as loyalty programmes; these 
are driving reservation programmes." 
The native of Hawaii, who has three 
decades in the hospitality business 
in Europe, the Us, and China, be- 
fore joining IHCL in 2003, clearly 


knows what he's talking about. If 


the Hyatts and Hiltons of the world 
have entered India, why can't IHCL, 
with the Taj brand in tow, build its 
own global network, and leverage 
loyalty programmes, thereby filling 
up rooms in India and overseas. 
Also, as a part of the 93-com- 
pany Tata conglomerate that's going 
global in its flagship businesses (steel, 
vehicles, tea, to name just three), 
IHCL has another unique reason for 
stepping overseas: It's simply fol- 
lowing in the footsteps of its sister 
corporations. Example: Tata Motors 
has acquired Daewoo Commercial 
Vehicle in Korea. IHCL has signed a 
marketing alliance with Shilla Hotels 
& Resorts in Korea. *When they 
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Development of International 


Convention Centre 
at Devanahalli, Bangalore 


Department of Tourism had invited applications from intere 
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for development of International Convention Cer, 
Devanahalli, Bangalore (the Project) vide tender notic 


The proceedings of the Pre-bid meeting held on 11th Ju 
| will be posted on the website of DoT www.karnatakatouris 
| The last date for submission of applications for qualif 
| August 17, 2006 upto 1700 IST Fn 


(Tata executives) would go there, 
they had nowhere to stay, so tying 
up with Shilla Hotels was a good 
thing for us,” says Bickson. 

Being where the Tata group is 
makes sense for IHCL. But if Bickson 
is today on a global excursion that 
extends from Dubai, Malaysia, and 
Bhutan to the Seychelles, the 
Maldives and Mauritius, in addi- 
tion to Cape Town, Durban and 
Johannesburg, New York, Sydney, 
Thailand and China, he’s obviously 
looking beyond just global Tata 
outposts and is targeting every trav- 
eller. IHCL is foraying into these re- 
gions via marketing alliances, ac- 
quisitions or JVs and management 
contracts (usually for 30 years), 
which typically involve a smallish 
(10 per cent) equity contribution. 

IHCL currently operates 76 
hotels (either owned directly or 
through Jvs and associates), of which 
60 are in India. The number of 


Corrigendum 





i Ve, 
Sd/- 4 “у, E 
Commissioner, Department? " 2; b; 7 
$ 


4 
Bangalore /, "9%, 
&9 7 
r % › 








bt current 


rooms globally works out to 9,247. 
Some 4,000 more are under con- 
struction in India, and another 
2,500 overseas. Says Bickson: “We 
will go up to 15,000 in 36 months, 
and the target is to have 20,000 
rooms by 2010.” Pratik Dalal, 
Research Analyst at Emkay Share 
and Stock Brokers, is skeptical: “As 
per the ongoing expansion plan the 
company is adding 23 hotels which 
turns out to be an addition of 2,310 
rooms over the next three years,” he 
says. The Taj Group has committed 
Rs 1,200 crore to fund growth of its 
business in India and overseas in 
the next three to five years. Close to 
25 per cent of revenues come from 
overseas operations. “The goal in 
five years would be to have a third 
of our revenues coming from over- 
seas operations," states Bickson. 

Marketing alliances is one way 
to get there. IHCL already has three 
such tie-ups in its kitty: Other than 
the one with Shilla, there's one with 
Raffles International in Singapore 
and another with Silversea Luxury 
Cruises in Monaco. Long-term lease 
arrangements as well as acquisitions 
are also a part of the game plan. 
IHCL entered into a 30-year lease 
deal with Pierre Hotel in New York 
last July, and this February it bought 
Blue, Woolloomooloo Bay in 
Sydney for Australian $36 million 
(Rs 118.8 crore). Management con- 
tracts have also been worked out in 
Palm Island, Jumeirah (a $330 mil- 
jon or Rs 1,551 crore project), 
ngkawi in Malaysia and Thimpu 
hutan. *We are concentrating 
ations in the us (on the east 
vest coast), Sydney, Thailand, 
and China, where we are 
g on Shanghai and Beijing to 
ith," says Bickson. Reveals 
's Dalal: *The company is 
ting a property in China, 
could add 200-350 rooms 
to its inventory. But this is at an 
initial stage." 

Meantime, on the domestic 
front, Bickson feels hotel compa- 
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Thinking Big (And Small) 


General Motors will finally be in the segment that matters most. 


GM's Reilly: Driving ahead 


ENERAL MOTORS (GM) WAS THE 
second new entrant into the 
Indian automobile market after 
policies were liberalised in the 
mid-1990s. It began with the Opel 
Astra, made at its plant in Halol, 
near Baroda in 1997. But it was- 
n't until 2004 that GM was able to 
make a mark, thanks to the launch 
of the Chevrolet brand coupled 
with an entry into the utility ve- 
hicles segment. Yet for the first 
quarter of 2006-07 GM could 
muster up only a 3.4 per cent 
market share. One reason for that 
is that GM doesn't have a small car 
in its stable (small cars make up 
60.4 per cent of the entire Indian 
passenger vehicle market). 
That looks set to change. GM, 
which has previously focussed its 


nies just can't build rooms fast 
enough. Currently there are close to 
100,000 rooms in India, which 
should go up to 125,000 in four-five 
years. Along with IHCL, which is 
more than doubling its inventory, 
the Leela group is adding 1,400- 
1,500 rooms in four years. Says 
Vivek Nair, Vice Chairman and 
Managing Director, The Leela 
Palaces and Resorts: *Bangalore 





Asian presence primarily on the 
Chinese market (where it had an 
11.2 per cent market share in 
2005), will put up a massive new 
facility at Talegaon, outside Pune 
with a $300 million (Rs 1,410 
crore) investment. Nic ele 
Senior Vice-President, GM, admits 

the plant was a long time com- 
ing, but the 140,000 cars that GM 
expects to produce there, coupled 
with an enhanced capacity at 
Halol, to 85,000, “will give us a 
significant foothold in the country, 
particularly as the new plant will - 
be manufacturing the Chevrolet 
Spark, our small car.” 

Work is expected to start by 
end-August, and the new plant 
should be complete in 18-20 
months. Reilly expects the 
Chevrolet Spark (the next gener- 
ation Daewoo Matiz) to be 
launched by mid-2007. Coming at 
a time when GM in the us is 

strapped for cash—it reported a 
$3.4 billion (Rs 15,980 crore) 
loss for the second quarter mainly 
on account of a major tax 
charge—the India investment is 
a pointer to the world's largest 
auto maker's strategy to chase 
new markets in a bid to stave off 
Toyota's challenge and hang on to 
its numero uno position. 

KUSHAN MITRA 
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rates have plateaued a little but in 
Mumbai, Delhi, Hyderabad and 
Chennai the room rates are exp- 
ected to stabilise or increase mar- 
ginally.” With the Commonwealth 
Games coming to Delhi in 2010 
and Cricket World Cup in 2011, 
IHCL has plenty going for it back 
home. And then there’s Cape Town, 
London, Palm Island, Thimpu... 
AHONA GHOSH 
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Net's dream merchants: Rao (left; he dropped out of college at 19) and Samaria with their team 





Interactive marketing on the net gets interesting, thanks to this young firm. 


EVEN YEARS AGO, WHEN SIDHARTH RAO AND 

Sudesh Samaria teamed up to launch 

Webchutney Studio, they had two computers, 
a basement office and a rough idea of networking (“we 
just about connected the two Pcs to share files”). 
Today, the Delhi-based Webchutney employs more 
than 50 people (most in their early 20s), counts HSBC, 
Microsoft and ICICI Bank among its customers, and 
claims to be the only independent *total solutions" 
web advertising firm, offering everything from 
interactive marketing to web analytics. 

Webchutney has at least two things going for it. As 
an early bird in the internet space, it has a headstart 
over competitors, most of whom are divisions within 
big agencies. Secondly, since internet advertising in India 
is a relatively small Rs 200 crore-a-year market, the big- 
ger agencies aren't as serious about it. But that's not the 
reason why clients pick Webchutney. “Webchutney is 
very innovative in online marketing," says ICICI Bank's 


7 


The internet is the future marketplace and they know it 
FOUNDED: 1999 
REVENUES: Rs 22.5 crore (2005) 


Deputy General Manager, Naren Chandra. It is a 
creative hotshop in its own right. At this year's Abby 
Awards, for instance, Webchutney bagged both gold 
and silver for a viral marketing campaign it devel- 
oped for makemytrip.com. Sure, none of the nine 
top agencies entered the awards this year, but ask 
people at the travel portal and they will tell you that the 
four-part viral campaign (two of them based on the 
Ramayana) more than deserved the awards. *The 
campaign was seen by at least 55,000 people," says 
Sachin Bhatia, Co-founder, makemytrip.com. Such 
good work has kept Webchutney humming at 200 per 
cent growth year-on-year. Is that cool or what? 


AMAN MALIK 
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The Gold’s Gym Wannabe 


It is India's only fitness chain, with ambitions of becoming a national player 


UESTION: HOW OLD DO YOU THINK IS THE MAN IN 

the picture? 50, 55, 60, 65? Even if you picked 

65, you are eight years off the mark. For, 
Madhukar Talwalkar, Chairman of the Mumbai-based 
Talwalkars Better Value Private Ltd, is just a year 
younger than the fitness chain his father founded way 
back in 1932. So, that’s the first cool thing about 
Talwalkars. The other cool thing, and the reason why 
it figures on this list, is that it is India’s only fitness chain, 
with Rs 50 crore in annual revenues. In other words, it 
is India’s answer to Gold’s Gym, the iconic fitness 
brand in the Us, made popular by the Arnold 
Schwarzenegger-starrer, Pumping Iron. 
(Incidentally, Gold's Gym has also entered 
India and has 10 centres in seven cities, 
including Mumbai and Bangalore.) 

Since 1992, which was when it first 
expanded out of Mumbai, Talwalkars has 
opened 38 gyms across 13 cities, but has 
plans of operating at least 100 by 2010. In 
addition to that, the fitness chain has a tie- 
up with Kishore Biyani's Future Group to 
operate gyms out of malls. *We might also 
have a different brand, we are still planning 
how to exactly go about it,” says Talwalkar, 
who studied to be a textile engineer, but 
£ 1 { AL é 1 ^M ind 
Cashing in on the fitness craze 
FOUNDED: 1932 
REVENUES: As 50 crore 


Iron man: Talwalkar believes in practising 
what he preaches; he still pumps iron at 73 


Innovators Inc. 


At Signion, R&D is all about cutt 


N AN INDUSTRIAL ESTATE DOTTED WITH CHEMICAI 

and pharma units, it sticks out for its sheer oddity. 

But truth be told, the windmill towering over the 
Hyderabad-based Signion Systems" one-acre campus is 
more a symbol of the company's innovative spirit 
than the source of its power supply. Founded in 1987 
by Sriram Jayasimha soon after he returned from the us, 
Signion’s core strengths are in digital signal рохе зв 
algorithms and software. Over the years, Signion has 
delivered a wide range of products, or applications as 
Jayasimha calls them, such as energy meters, satellite 
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2006 


ended up running the family business. 

Even with 100 gyms, Talwalkars wouldn't have 
scratched the surface of the fitness market. In cities such 
as Delhi and Mumbai, only 5 per cent of the population 
engages in any sort of fitness activity. Also, unlike 
malls, gyms need to be located within a radius of two-to- 
three km. So, there's plenty of room for Talwalkars to 
grow. "People are slowly realising that to stay healthy 
and live longer, they need to work out. And that's 
where we fit in," says Talwalkar. No pun intended. 


KUSHAN MITRA 





SOUMIK KAR 


ing-edge innovations. 


7 





Driven by passion and a thirst to іппом 
FOUNDED: 1987 
REVENUES: Rs 2 crore (2005) 


modems, and MPEG video codec to customers as varied 
as Analog Devices, C-DoT and Azonix Corporation. in 
fact, six of Jayasimha's inventions have got Us patents. 

How does 16-engineer Signion go about identifying 
its R&D projects? It largely emanates from perceived 
needs of industry. For example, the company did not 


Cellular Banker 


A mobile payment solution that works. 


almost no money. So why is Mumbai-based 

Paymate on this list at all? Simply because it has 
come up with a mobile payment solution that actu- 
ally works. “Paymate is a consumer wireless brand,” 
quips Managing Director Ajay Adiseshann, who 
spun out the company from CoruscantTec, a similar 
company he and Probir Roy co-founded in 2003, to 
facilitate investment by Ram Shriram’s Sherpalo 
Ventures and КРСВ (Kleiner Perkins Caufield & 
Byers), a top Silicon Valley-based tech venture firm. 

How does Paymate’s mobile commerce solu- 
tion work? It’s fairly uncomplicated. To start with, 
the mobile phone subscriber needs to register with a 
bank (currently only Citibank), and then get a per- 
sonal identification number (PIN) provided by 
EuroNext, a global financial transaction services 
company. To make a payment for an online purchase 
(at present this facility is limited to a handful of 
websites, including Rediff, Naukri and Cleartrip), the 
user needs to send an SMS to 7333 with the amount 
and PIN. After verification of the PIN, the transaction 
is approved and a confirmation message is sent to the 
subscriber. And voila, mobile commerce is enabled 
at the cost of one premium SMS, or Rs 2. “We want 
to be the Visa and MasterCard of the mobile world,” 
says Adiseshann, adding that the plan is to facilitate 
mobile payments at physical outlets and also mobile- 
to-mobile fund transfers. “I first heard of what Ajay 
and Probir were doing in March, and I decided to 
check it out. It did not take us too long to decide to 
put money in them,” says Sandeep Murthy, Partner, 
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SOUMIK KAR 


Ringing in an answer: Paymate's Adiseshann wants to 
become the Visa and MasterCard of the mobile world 


PY NAMA TS 

It has brought the bank to your mobile phone 
FOUNDED: 2006 

REVENUES: Not available 


Sherpalo and India representative of KPCB, both of 
which have put a total of $5 million (Rs 23.5 crore) 
in Paymate. Adiseshann, though, is under no illusion. 
He admits it will take at least three years to get 
people to transact via their mobile phones. But he's 
equally clear that it's the future. We agree. 
KUSHAN MITRA 








have customer orders when it built the energy meters, but had no trou- 
ble licensing them to Analog Devices since there was a clear need. *The 
key differentiator in our case is that the decision-maker and the financier 
is the same," quips Jayasimha, an electrical engineer from irr Madras and 
former fellow of the Massachusetts Institute of Technology. The flipside 
to Signion's focus on high-end R&D is that its revenues tend to be lumpy. 
In 2005, it clocked Rs 2 crore—the most it has ever made. But 
Jayasimha, who's authored more than 35 papers on electronics, 
isn't worried about the financials. “There is an excitement that 
comes with encapsulating a technology in a physical device," 
he says. It may be a romantic notion, but so what? | 

Е. KUMAR SHARMA \ 


Playing by its own rules: For Signion’s Jayasimha, 
R&D is about spotting niche opportunities 
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Casting the media net: EON PreMedia's Sahib is cashing in on the outsourcing boom 


A design and editing shop that believes in content transformation. 


N THE $400-MILLION (RS 1,880-CRORE) INDIAN 

market for outsourced content design and 

editing, Eon PreMedia is a minnow, but an 
ambitious minnow. Set up in 2003 by former 
Himalayan Water CEO, Suveen Sahib, with a seed 
capital of $250,000 (Rs 1.18 crore then) and a staff 
of five, Eon already boasts customers such as the 
Pearson Group, Naylor and Publicis. Its current 
revenues are relatively small (it will touch $1.5 mil- 
lion, or Rs 7 crore by March 2007), but it has plans 
of touching $50 million (Rs 235 crore) by 2010. 
By then the overall market should have expanded 
to $1 billion (Rs 4,700 crore). “The company 
aims to evolve into a content transformation spe- 
cialist with ability to bring down production costs 
for customers by 30-40 per cent, while structuring 
and delivering content seamlessly across print, 
web and cellular interfaces," says Sahib. 

The company, which claims to be the only 
end-to-end production house in the country, has 
a production facility in NOIDA and marketing offices 
in the us and London. Although Sahib, an alumnus 


Taking the cost out of global publishing 
FOUNDED: 2003 
REVENUES: Rs 7 crore (March 2007 estimate) 


of Indian Institute of Foreign Trade, comes from 
an FMCG industry (prior to Himalayan, he was with 
Danone Waters, South Asia), he has put together 
a top-notch team from the rr/BPO industry. For 
instance, Karan Puri, Director, was the Head 
(Global Delivery) at iGATE before joining Eon, 
and Rita Kaul, Vice President (Operations), was the 
workflow and quality manager at another major 
production house, Techbooks, in the us. Although 
Sahib wouldn't tell, the buzz is Eon is planning to 
tie up with a global advertising conglomerate for 
greater access to the European and Us publishing 
markets. It is also in talks to acquire a high-end 
media services company in the us. If Sahib's plans 
pan out, he may have big venture investors mak- 
ing a beeline to his NOIDA office. 
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Long distance education: Ganesh (standing) and tutors like Venkatesan have made learning a virtual experience 
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When American kids have a math problem, they call up India. 


T AROUND 5 O'CLOCK EVERY EVENING, 
Lalitha Venkatesan, a 60-something grand- 
mother in Bangalore with 25 years of 
teaching experience, takes a break from her daily 
chores to begin her tuitions. However, unlike 
those of other tutors, her pupils are nowhere to be 
seen. Instead, Venkatesan logs on to the internet 
and gets set to take a virtual class in mathematics 
or English for her American students thousands of 
miles away. Welcome to the future of tutoring in 
the us. And creating this future is K. Ganesh, CEO 
of TutorVista. “American children require extra 
tutoring, but since it costs $40-60 (Rs 1,880- 
2,820) an hour, many of them are unable to get it,” 
says Ganesh, a serial entrepreneur who sold his BPO 
company CustomerAsset to ICICI OneSource in 
May 2002 for $19.3 million (Rs 94.57 crore then). 
TutorVista's business model is simple. It offers 

its clients (ranging from school kids to middle-aged 
executives) a one-time $100 (Rs 4,700) sub- 
scription package for unlimited tutorials. And its 


AUGUST 27 
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It spotted an opportunity in America's poor grades 
FOUNDED: July 2005 
REVENUES: Not available 


‘faculty’, like Venkatesan, is scattered around the 
country, from Visakhapatnam to Varanasi, and 
each works from his or her home or a cyber café, 
accessing a secure online e-learning module to 
teach the students. (A couple of tutors are even 
located overseas.) That means, except its 25-per- 
son software centre, TutorVista, which raised $2 
million (Rs 9.4 crore) from Sequoia Capital India 
earlier this year, has no overheads. In the months 
to come, Ganesh wants to both expand his geo- 
graphical reach to the Far East and offer more sub- 
jects such as Mandarin and Spanish. *We believe 
that TutorVista will usher in the next B2C (business- 
to-consumer) wave in this industry," says Ganesh. 
At this point, it seems hard to disagree with him. 

RAHUL SACHITANAND 












in commodity futures 





Read the FMC guidelines and circulars 

Refer to Forward Contract (Regulation) Act (FC(R)A), 1952 dealing with 
futures trading in commodities 

Read the commodity contracts circular and carefully note the Contract 
Specifications 

Read the product note to understand the commodity and the price 
impacting parameters 

Understand the Delivery and Settlement Procedure 

Study Historical and Seasonal Price Movement 

Keep track of Government Policy announcements 

Apply your own prudent judgment for investment 
“Comply with Taxation and other state regulatory issue 

In case of any doubt/probiem contact the Exchange help desk 

Go through ail rules, regulations, bye laws and circulars issued by MCX 
Be aware of the risk associated with your positions in the market and 
margín calls on them 

Collect/ pay mark to market margins on your futures position on a daily 
basis from/ to your Trading Member 
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Dealing with Member 
DO'S 


er e Re PERI ISI ETT aaite 

* Trade only through registered members or their franchisee 

* insist on filling up a Know Your Client (КҮС) Form and on getting a 
Client ID 

* insist on reading and signing a 'Risk Disclosure Agreement" 

* While trading through an authorized person ensure that a duly signed 
contract note has been issued by the members or its authorized 
persons for every executed trade, highlighting the details of the trade 
along with your unique client-id 

* Obtain receipt for collateral deposited with Trading Member (TM) 
towards margin 

* Go through details of Client-Trading Member Agreement to know your 
rights and duties vis-à-vis. those of Member Brokers 

* State clearly who will be placing orders on your behalf: 

* Ask all relevant questions and clear your doubts with your Member 
before transacting 

* Ensure that the Contract Note contains all the relevant information 
such as Member Registration Number, Order No, Order Date, Order 
time, Trade No, Trade Rate, Quantity, Arbitration Clause 

* Insist on bill for every settlement 

* Insist on periodical statement of your ledger account 

* Scrutinize minutely both the transaction and the holding statements 
that you receive from your Depository Participant 

* Keep Delivery Instruction Slips (DIS) Book issued by DP's in safe 
possession : 

* Ensure that the DIS numbers are pre-printed and your account number 
iclient.id) be pre stamped 

* Freeze your demat account in case of absence for longer duration or 
not using the account frequently : 

* Pay required margins in time 

* Deliver the commodities in case of sale or pay the money in case of 


purchase within the time prescribed 





Rights of the Client 


DO'S and DON'TS for dealing 


Dealing in Commodity Futures 
















Do not fall prey to market rumours VERIS 

Do not go by any explicit/ implicit promise made by analysts/ advisors 
experts/ market intermediary until convinced Р У : 
Do not деа! based on bull/ bear run of markets sentiments = : 
Do not go by the reports predictions made in various print and. electronic 
forms without verification 

Do not trade on any product without knowing the risk and Tewards 
associated with it 











Do not start trading before reading and understanding the Risk 
Disclosure Agreement 

Do not deal with unregistered intermediaries 

Don't undertake off-market transactions in commodities 
Do not neglect to set out in writing, orders tor higher value given over 
phone : 

Don't accept unsigned/ duplicate contract note confirmation idemo 

Don't accept contract note/ confirmation memo signed by any 
unauthorised person pU 

Do not sign blank Delivery Instruction Slips) while meeting security 

pay-in obligation HORA 
Don't delay payment/deliveries of commodities to Members sulebrokers c 
franchise Su 
Don't get carried away by luring advertisements, rumours, hot tips, 

promise of unrealistic returns, etc. 

Don’t forget to take note of risks involved in the investment 

Do not sign blank Delivery Instruction Slips (DIS) and keen them with 
Depository Participant (DP) or broker to save time 








i In case of any dispute with @ member regarding the trades done on a Commodity Exchange, the client can contact the Exchange for suitable redressal ав per 
the bye laws of the Exchange including use of MCX arbitration mechanism. 
* АП rights are available to a client for all Exchange traded transaction for which the clients must have а duly authorized contract note of the broker, 











+. Contact FMC or MCX incase of any complaint, 


MCX 


Trade with Trust 
. Multi Commodity Exchange of India Ltd. 


С 


Forward Markets Commission 











Dishing it up: Calorie Care's Driver offers health for all 


Meals by the Count 


When good food turns better. 


OW ARE COOL IDEAS BORN? SOMEWHAT LIKE THIS: 
It's any other day at work, and you are on 
[ | your lunch break, cursing the unhealthy food 
you are eating. Then you think, *what if someone 
could supply a clean and healthy calorie-counted meal?’ 
Then you think again: “Why can't that someone be 
me?’ That's precisely how Cyrus Driver, an alumnus of 
irr Bombay and пм Ahmedabad, came up with the 
concept of Calorie Care. That was two years ago. 
Today, his year-old firm, set up with Driver's savings of 
under a crore of rupees accumulated during his stint with 
Chase Manhattan in Singapore, serves more than 200 
customers a day, including D-street executives, small 
business owners, housewives and gym-goers. “The idea 
was to make it convenient, fun and easy for the urban 
Indian to be healthy," says Driver, who was only 28 
when the idea struck him. 

At Rs 3,500 a month for a vegetarian lunch and two 
snacks, the cost of Calorie Care's food is almost 70 per 
cent more than that of local vendors of Mumbai, but 
customers aren't complaining. When someone calls 
Calorie Care, they are first put in touch with the di- 
eticians to work out a plan that is suitable and enjoyable. 
Nutritionist Lisa John (the Indian cricket team consults 
her too) has put together about 150 recipes of Indian, 
Chinese and Continental cuisines with permutations of 
calorie intake in both vegetarian and non-vegetarian 
combinations for different diet objectives. *What 
reaches the client is food that is weighed to the gram, 
counted to the calorie, with details of protein, fibre and 
carbs intake, in microwavable containers," says Driver, 
a good five kg down since he started eating the meals 
cooked by Calorie Care. The good news: Driver plans 
to hit Delhi and Bangalore next. 

SHIVANI LATH 


Cooking up a culinary revolution 
FOUNDED: September 2005 
REVENUES: Rs 1 crore 
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India's oldest games publisher still gets it. 


T WAS A CHANCE ENCOUNTER AT AN INTEI 
Developers Conference that led a multime- 
dia company towards video games. But since 
that fateful day in 1997, K. Rajesh Rao's Dhruva 
Interactive has emerged as India’s biggest and 
best-known games publisher. In the last four 
years alone, Dhruva has contributed to 10 
blockbuster games, including Mission Impossible, 
Terminator 3: Rise of the Machines, and the 
TOCA Pro Race Driver series. But what's cool 
about the Bangalore-based Dhruva is that instead 
of putting all its energies into chasing the 
intensively competitive global market (they do 
work for it, to be sure), it is tapping opportu- 
nities in the burgeoning Indian market. While 
the 100-person Dhruva develops games across 
devices (PCs, consoles and mobile phones), it 
picks its markets carefully. A key part of Rao's 
strategy is to look beyond conventional gamers 
to the bottom of the gaming pyramid, especially 
those who are just finding their feet on the int- 
ernet. “There is a huge market out there that is 
looking for 10 minutes of (mobile) entertain- 
ment between meetings or at lunch," says Rao. 
RAHUL SACHITANAND 


Because men will always be boys 
FOUNDED: 1997 
REVENUES: Not available 


Play on: Dhruva Interactive's Rao seeks to tap new 
gamers from the booming mobile market 





Experience the Sarovar Spirit 


across 35 delightful destinations... 


It's so much easier working on the big idea when you know that the finer details are all taken care of When 


even your unspoken needs are heard & addr essed promptly and efficiently, with complete com srehension and no fuss 
у f | pty y f f 


That's the level of our service efficiency. Which makes your stay with us more ¢ omfortable. And you that much happier 


ta feel of this signature Sarovar experience that makes for a great business trip 


QI 
SAROVAR 


HOTELS & RESORTS 


you are the inspiration 


Come, ge 


SAROVAR HOTELS PVT. LTD. 


Ahmedabad: (079) 2642 5299/2640 8042. Bangalore (080) 5115 3344/5588/5599. Chennai (044) 2826 5566/6644/4488 
Hyderabad: (040) 5546 8187 5578 8888. Kolkata: (033) 2228 0301/7301. Mumbai: (022) 6635 0800 
New Delhi: (011) 2691 0544/5/6. Pune: (020) 2683 0855 Surat: (0261) 241 8300/241 4291 -6/98798 57558 


www.sarovarhotels.com Toll Free Reservations: 1800 111 222 





Across 35 destinations SAROVAR PREMIERE SAROVAR PORTICO кыы Park Plaz 





м 


Back to basics: For Metahelix's Narayanan, it's seed time 
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Crop technology firm for Indian farmers. 


HERE ARE SOME 600 MILLION PEOPLE IN INDIA 

who depend on agriculture for their liveli- 

hood, and yet there are just half-a-dozen 
large organised seed companies (but dozens of 
smaller ones). The problem: Global seed technology 
companies such as Monsanto only focus on crops 
that have a global market. But a Bangalore-based 
agri-biotech start-up, Metahelix, plans to change the 
scenario. “We feel there is a latent market in India 
itself and modified seeds are a potent technology 
option to break the productivity and quality barri- 
ers in crops such as rice, cotton and tomato,” says 
CEO K. K. Narayanan, who in his previous avatar was 
a senior scientist with Monsanto India. 

Metahelix started off with $1.5 million (Rs 
7.05 crore then) angel funding from (former 
Infosys Vice Chairman) N.S. Raghavan, and initially 
focussed on contract research. It was only recently 
that it moved to develop its own strains of rice and 
cotton. “We had to first generate funds to back 
our research,” says Narayanan, who did his 
post-doctoral work at Stanford on a Rockefeller 
fellowship. Currently, Metahelix is conducting 
field tests in 18 locations for its own strain vari- 
ant of Bt Cotton. That apart, it has its own seed 
marketing company, Dhaanya, for reaching ge- 
neticaly modified (GM) seeds to farmers. 

The track record of GM seeds such as Bt cotton 
has been mixed, but Narayanan believes that with 
world population growing faster than crop pro- 
ductivity, genetic engineering is the way to go. “We 
are trying to tilt the scales in favour of the farm- 
ers,” says Narayanan. At least, that is the hope. 

RAHUL SACHITANAND 
VIESIT I ID 
An Indian answer to Monsanto 


FOUNDED: 2001 
REVENUES: As 28.2 crore 
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Cross-culture training for global Indian. 
EFORE TECH COMPANIES SHIP OUT THEIR 
young executives for stints abroad, they 
usually send them over to Ranjini 
Manian's. As a cross-culture trainer of 11 years, 
Manian runs Chennai-based Global Adjustments, 
which trains people in the ways and etiquettes 
of people elsewhere. Similarly, when an expat 
lands in Chennai, he's more likely to rope in 
Manian as his guide to the local milieu. Over the 
last three years, though, Manian has been getting 
a large number of Indians, working in India. 
Why? As more and more foreign companies set 
up shop in the country, they find that cultural 
differences often lead to misunderstanding. For 
instance, when a German manager says, notes 
Manian, ‘I didn't like what you said’, he does 
not mean that he doesn’t like you. Similarly, an 
American manager briefing his Indian colleagues 
may be shocked to find out later that although 
they had doubts, no one asked him questions out 
of respect. “The global Indian has until 2010 to 
get familiar with the ways of the world outside,” 
says Manian, “because China is training its 
people at a war footing.” Manian should know. 
China’s also tapping her for such training. 
NITYA VARADARAJAN 


Getting the world on the same wavelength i 
FOUNDED: 1995 
REVENUES: Not available 


Minding the Ps & Qs: Global Adjustments’ Manian 
helps Indian executives get it right 





Canon 


Delighting You Always 


Across 
2. Who helps you increase business productivity? 
3. Who helps you manage document costs effectively? 


Down 


1. Who helps you keep documents confidential? 
4. Who makes your work easy? 





Business be simple 


Find out more at 1800 345 3366 / 3901 0101 or www.canon-asia.com/business 


ARE THEY STILL COOL? 


Here's taking stock of the 10 cool companies of last year 


Astra Microwave Products 

The company continued to build on its defence and 
space capabilities in the supply of components and 
sub-systems for wireless communication in the 
microwave frequency range. Its revenues increased 
from Rs 65 crore in 2004-05 to Rs 102 crore in 2005- 
06, and net profits rose to Rs 37 crore from Rs 17 crore. 


Encore Software 

This Bangalore-based innovator of low-cost computing 
continued to make losses, but not as much as the year 
before (Rs 4.7 crore versus Rs 5.4 crore in 2004-05). 
But the topline surged an impressive 76 per cent to Rs 
6.3 crore. Happily for the Simputer company, its 
handheld computers are beginning to find more buyers. 
The Delhi Police plans to order 100 Simputers. 


Hidesign 

India's best-known leather goods company continued 
to grow—from 28 stores locally to 35, and from eight 
to 11 abroad, with plans of increasing the count to 42 
and 17, respectively. Hidesign's retail sales, estimated 
at Rs 320 crore, are expected to grow 25 per cent in 
2006-07. Meanwhile, the Bangalore-headquartered 
firm has launched an Alberto Ciaschini-designed luxury 
line called Hidesign Couture. 


Phat Phish Productions 

After a personal setback last year that resulted in no 
work for nearly seven months, Anand Surapur, Founder 
of Phat Phish Productions, is back with a bang. This 
year, his focus is on releasing four films: A Fakir in 
Venice, Love is Blind, Quick Gun Murugan and Maut ka 
Kuan. On the music front, the company is set to 
launch seven new artists this year. 


Pinstorm 

The Mahesh Murthy-promoted search engine-driven 
marketing firm closed 2005-06 with revenues of Rs 4.4 
crore. “We should be closing the current financial 
year with a five-fold increase in revenues to about Rs 22 
crore," says Murthy, adding that last year was like 
“riding a thunderstorm”. Pinstorm's future could just 
be as exciting. 


ReaMetrix 

Last month, Bala Manian's biotech contract research firm 
struck a deal with the us-based Illumina Inc. to co-de- 
velop molecular diagnostic panels for a range of disease 
areas. The pact gives ReaMetrix non-exclusive rights to 
market the resulting panels to companies in India. The 
three-year-old company has a stated goal of becoming 
the leading provider of easy-to-use assay solutions. 


Reva Electric Car Company 

India's only electric car manufacturer retained its dis- 
tinction, and managed to sell 1,500 cars in India and 550 
in London alone last year. Over the last six months, Reva 
has forayed into newer markets such as Norway, Spain, 
Greece, Italy and Cyprus. Coming up: A four-seater and 
a hard-top convertible for the Indian roads. 


SatNav Technologies 

Its SatGuide, an in-vehicle navigation device, which last 
year was launched in three cities (Hyderabad, Delhi and 
Mumbai), has now been taken to three others: Pune, 
Chennai and Bangalore. Earlier, the goal was to extend 
to 10 cities. *Instead of just adding cities, we opted to 
focus on higher coverage within each city," says CEO 
Amit Kishore Prasad. Revenues are up from Rs 66 
lakh to Rs 2.08 crore. 


Sula Wines 

Against its own practice of launching one new brand a 
year, Sula Wines launched three this year—the country's 
first dessert wine Late Harvest Chenin Blanc, a red wine 
Sula Red Zinfandel and the Indian Dindori. With rev- 
enues of Rs 20.25 crore, the company also launched the 
first of the promised wine bars across the country, 
Tasting Room, in Mumbai. 


TeamLease 

TeamLease not only managed to double its revenues to 
Rs 250 crore last year, but hopes to top Rs 500 crore 
in 2006-07. The firm, which provides temporary staff 
to companies, has nearly 50,000 employees on its 
payrolls and plans to continue the hiring spree until it 
reaches a figure of 90,000 by March 2007—the largest 
of any private sector employer. ш 


2005's faces: (L to R) Phat Phish's Surapur, Sula's Rajeev Samant, TeamLease's Manish Sabharwal and Ashok Reddy 
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bt aviation 


Indian Aviation's 


Dark Horse 





Flying on a budget and hope, Air Deccan's G.R. Gopinath 
has turned his no-frills carrier into a serious contender for 
the #2 slot in just three years. But with new rivals taking 
wings and investors still sceptical of his low-fare model, 
Gopinath has plenty of work to do. клн. sactirrananp 


N MID-MAY THIS YEAR, G.R. GOPINATH, THE MAN 

who pioneered low-fare aviation in India, was a 

worried man. The initial public offering (РО) of 

Deccan Aviation (Air Deccan is the brand) was all 

set for launch, but the stock market was in the 
vice-like grip of bear operators. Keeping its fingers 
crossed, Deccan went ahead with the IPO, only to find 
that on the day of its opening (May 18), the BSE Sensex 
tanked 826 points. The second day, the index swung 
another 800 points. Faced with near-certain failure, the 
company slashed the issue floor price of Rs 150 to Rs 
146 and extended the closing by three days. But as luck 
would have it, the Sensex was at its volatile best the fol- 
lowing week and swung a record 1,111.7 points. With 
great difficulty, Deccan and the issue’s lead managers, 
Enam Securities and ICICI Securities, managed to drag 
the IPO over the line, ensuring it was oversubscribed a 
measly 1.23 times by May 26. 

Cut to mid-July and the mood at Air Deccan’s 
four-storey office on Bangalore’s Cunningham Road 
could not be more different. There’s a new surge of 
optimism among Gopinath and his top managers, 
thanks largely to a 2 per cent increase in its June mar- 
ket share to 21.2 per cent, which puts it marginally 
ahead of Indian. Not bad for an airline that took 
wings just three years ago. (For the record, the state- 
owned carrier has disputed Deccan’s claim.) “This is a 
vindication of our low-cost model,” beams Gopinath, 
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a former army captain, who raised Rs 373 crore from 
the sale of 24.5 million Deccan shares. 

There’s little doubt that low-fare airlines have 
transformed the domestic market, never mind that a 
full-service carrier, Jet Airways, still has the lion’s 
share of 32 per cent. Three years ago, less than 14 mil- 
lion passengers were flying the domestic sectors every 
year. By the end of 2005, that figure stood at about 28 
million, and is expected to more than double over 
the next four years. In that time, the no-frills carriers are 
expected to increase their market share from 26 per cent 
to between 35 and 40 per cent. “Low cost is the way to 
go in the short-haul market globally and the trend is 
catching up in India too,” says Ajay Singh, Director, 
SpiceJet. Adds Jeh Wadia, Managing Director, GoAir, 
another no-frills airline: “More than 60 per cent of the 
airline traffic is concentrated in Delhi and Mumbai. As 
the low-cost carriers cover more cities, the options 
for train passengers will increase and the market will see 
increasing depth and width.” 


Low Fare, But Low Cost? 

It is that promise that has drawn a number of new play- 
ers to the industry (see Crowded Skies). At present, there 
are an estimated 17 to 18 million daily rail passengers 
and another 10 to 12 million who travel by bus. “If we 
get just 5 per cent of this, we could have 1.5 million 
people airborne daily,” points out Gopinath. Yet, if his 
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investors aren’t rapturous over either Deccan’s market 
share gain or the market potential—the Deccan stock 
is down to Rs 74 from the list price of Rs 148—it's 
because stiff price competition has ensured that few air- 
lines make profits. In Deccan's case, it is expected to 
lose money at least uptill 2007-08. 

Why? To put it simply, while Deccan is low fare, it's 
not quite low cost. Blame it on the nature of the 
industry and Deccan's own peculiar problems. Running 
an airline is an extremely capital-intensive proposition. 
It costs anywhere between $225,000-$325,000 (Rs 
1.06-1.53 crore) per month to lease an Airbus A320, 
which is what Air Deccan flies on longer routes. 
Maintenance costs (including mandatory *maintenance 
reserve") can be as much as $150,000 (Rs 70.5 lakh) per 
plane for labour charges alone, with spares being 


billed additionally. Employee costs (essentially pilot 
wages) can be as high as 11 per cent of operating rev- 
enues. Fuel costs take another third off the revenues. Do 
the math, and this is how Deccan's costs are expected 
to break up as a percentage of revenues in 2005-06: 
Fuel, 47 per cent; lease rentals, 15 per cent; employee 
and maintenance expenses about 10 per cent each; and 
commissions about 5 per cent. 

Some of Deccan's higher expenses are due to its 
own mixed fleet and inefficiencies. Unlike the only 
other listed low-fare airline, SpiceJet, Deccan operates 
a fleet that comprises 14 A320s and 22 ATRs (smaller, 
48- and 72-seater planes that do feeder routes). That 
means the airline has to maintain a duplicate set of 
everything: Pilots (they need to be type-certified; an 
A320 certified pilot cannot fly an ATR and vice versa), 
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7 e Launched: 2003 * Owner: Deccan Aviation 
Revenu: Rs 518.2 cr* е Fleet Size: 36 
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hortage of leased aircraft with 
the of new aircraft. 


Revenue: RS 453.15 Cr e Fleet Size: 6 
r 006275 SPICEJET | e Profits (oss). (Rs 41 cr) eDaily Flights: 55 
* Destinations: 12 Passengers Flown: 1.6 m 


Strategy: Initially called Royal Airways, this is the second low-cost carrier to 
airborne. With five new irem in October, this LCC is targeting smaller wilh ag 


e Launched: 2005 
Revenue: a А 
e Profits (Loss): М.А. — e Daily Flights: 86 
mmm KINGFI SHER • Destinations: 18 æ Passengers Flown: 1.26 m 
Strategy: As with all things attempted by Vijay Mallya, Kingfisher has 
" tried to overshadow competitors with in-flight luxuries, even as the 
= tickets are below economy rates of traditional full-service carriers. 


* Owner: UB Group 
e Fleet Size: 18 


e Launched: 1993 

e Revenue: Rs 1,788 cr* 
Profits (Loss): N.A. 
TTT AIR SAHARA pir рар 28 
Strategy: Over a decade in the air, but still struggling to raise funds 
for fleet expansion. Came off the worse from the failed Jet deal. 


* Owner: Sahara Group 

e Fleet Size: 31 

Daily Flights: 120 

e Passengers Flown: 3.5 m i 





ndiGo's is only an indicative list, since the airline started operations in early August; Jet, Indian and Air Sahara destinations include 


engines and spares, and maintenance engineers. In 
his quest to corner market share, Gopinath has spread 
the airline thin, which means some of his routes are not 
profitable at all. For example, early August, the airline 
announced it was discontinuing its service on the 
Delhi-Kanpur, Mumbai-Nashik and Lucknow-Kanpur 
routes for being unviable. Once again, Deccan’s flight 
dispatch and passenger load factor (that is, capacity util- 
isation) aren’t as good as SpiceJet’s. Not only does 
SpiceJet (earlier called Royal Airways and prior to 
that ModiLuft) have the highest load factor of 86 
per cent in the industry, but it boasts an impressive 
flight dispatch rate of 99.5 per cent. Consider the 
irony, though: SpiceJet still reported a net loss of Rs 41 
crore on revenues of Rs 453.15 crore in 2005-06, its 
first full year of operations. 


e Owner: Paramount Group 


e Revenue: М.А. e Fleet Size: 2 í me 
o Profits (Loss): NA. eDaily Flights: 24 p ARAMOUN) ШШ 
Destinations: 6 e Passengers Flown: М.А. FARANVIUUNT du. 


Strategy: Promoted by pilot-entrepreneur from the Paramount Group, the first Airline 
in India to fly the Brazilian Embraer jets and focus on connecting non-metro cities 


while offering full business class services to customers. 


e Launched: 2005 

e Revenue: М.А. 

e Profits (Loss): М.А. 
e Destinations: 13 


e Owner: Wadia Group 
e Fleet Size: 3 

e Daily Flights: 24 

© Passengers Flown: 1 m 
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Strategy: Promoted by the Wadias, it aims to connect key leisure and business destinations, 
with tickets priced above railway fares. To target AC rail and bus travellers with its low fares. 


overseas operations 


The fact that SpiceJet operates a vastly smaller, sin 
gle-type fleet comprising just five Boeing 737-800s 
and flies to only 12 destinations in the country, 
compared to Deccan’s 55, should have helped. If it 
didn’t it only points to the difficulty of making prof- 
its in this business. By that argument, Deccan needs 
to pull up its socks even more. “Our on-time record 
was terrible—just 60 per cent in February-April 
(2006). We clearly had issues to resolve this problem 
if we wanted to improve the airline’s perception,” says 
Warwick Brady, hand-picked by Gopinath in end- 
2005 from global low-cost carrier Ryanair to be 
Deccan’s СОО. When you are an airline, quick turn- 
arounds of the aircraft make or break your profits, 
since expenses are incurred by the hour, and per 
landing and take off. So, one of the first things 





Sy PER: д > { 
manuum | 









Source: Companies 


bt aviation 


Brady, 41, did was to fire 10 ground handling 
agents and get new ones. Since his arrival, Deccan’s 
on-time dispatch has improved to 80 per cent, but 
some analysts still expect the airline to report a 
net loss of Rs 171 crore for 2005-06 (results are 
expected late September). 


Staying Power 

Gopinath knows only too well that market share 
alone does not mean much. To become a profitable 
low-fare airline, Deccan needs to wring cost out of its 
system. In fact, that was the primary idea behind the 
IPO. For instance, of the Rs 373 crore raised, Rs 133 
crore will go towards repaying debt, saving Deccan Rs 
8-9 crore in annual interest charges. Brady also says 
that the airline will invest about $25 million (Rs 
117.50 crore) over the next couple of years in a 
60,000-sq. ft hangar in Chennai, engineering facilities 
and a pilot training centre in Bangalore or Hyderabad. 
"The hangar facility is important for us to undertake 
routine maintenance in-house to cut costs," says 
Andy Daines, Vice President (Engineering). 

By the end of this financial year, Deccan hopes to 
have a fleet of 19 A320s and 26 ATRs, and each aircraft 
needs to undergo 10 days of annual scheduled (and 
unscheduled) checks. At present, the aircraft are sent 
abroad for the mandatory checks at a significant 
cost. "It costs us Rs 30-35 lakh to fly an empty plane 
to Singapore and get it serviced every 4,000 km and 
then fly it back empty," says M.G. Mohan Kumar, 
Deccan's Finance Director. “Instead, we are examining 
the possibility of doing that in India and cutting this 
expense." A local maintenance facility would also 
allow Deccan to troubleshoot unscheduled groundings 
faster, thereby keeping its aircraft in the air longer. 

Simultaneously, the airline, which has ordered 96 
aircraft for delivery over 96 months, is trying to push 
its non-fare revenues. Abroad, it is not unusual for low- 
fare carriers to get as much as a quarter of their rev- 
enues from non-ticket sales. In Deccan's case, the fig- 
ure is just 9 per cent. "Your imagination is your limit," 
says John Kuruvilla, Deccan's Chief Revenue Officer, 
on the revenue potential. On that count, the airline has 
been innovative. It has sold space on its aircraft body 
to advertisers, monogrammed logos on headrests and 
even painted the roof of its aircraft with the colours of 
an insurance company for advertising rupees. 

Gopinath's strategy seems to be simple: He wants 
to woo an ever-increasing number of first-time flyers, 
fly to newer destinations (including nearby coun- 
tries), and continue to give full-service airlines such as 
Jet Airways and Indian a run for their money. But how 
to do all that while keeping his costs pared to the bone 
is a tightrope walk he will have to perfect. Ш 


78 BUSINESS TODAY AUGUST 27 2006 












OPINATH HAS HIRED A RAFT OF EXPATS AND EXPERIENCED 
e industry hands to boost the carrier’s growth. Here's a list 
of people who've co-piloted Air Deccan to the #2 slot. 


Warwick Brady/ 41/ 

Chief Operating Officer 

South African by birth and a pilot by training, 
Brady earned his stripes with Ryanair, rising 
rapidly to be its Deputy Director (Operations), 
with overall responsibility for Stansted Airport 
in the UK. Hired by Gopinath in late 2005 to shore up a fal- 
tering Air Deccan and given carte blanche to help streamline 
the carrier's operations. Also the airline's unofficial HR 
Head, so he has to manage poaching from rivals and a seem- 
ingly never-ending quest for pilots. 


John Kuruvilla/ 43/ Chief Revenue Officer 

The former advertising and retail profes- 
sional runs marketing for Gopinath and finds 
new revenue streams to keep the low-fare 
operators costs down. Spearheaded the 
move to focus on ancillary revenues (making 
money outside of air tickets) for Air Deccan and sold 
innovative ideas to advertisers. Wants to make previous cost 
centres like marketing into a money-spinner. 








M.G. Mohan Китаг/ 48/ 

Director (Finance) 

From running a full-time chartered accountant 
consultancy, Kumar moved quickly to mind- 
ing Air Deccan's finances with a tight leash. 
He is entrusted with finding money to fund 
the airline's 96-aircraft acquisition spree and balancing the 
carrier's low-cost ethos. Did face the heat for a poor IPO, but 
continues to enjoy Gopinath's confidence. 


R. Krishnaswamy/ 63/ 

Chief Corporate Planning 

The oldest senior manager with Air Deccan, 

* Krishnaswamy has the key responsibility of 

^ making sure Air Deccan's planes spend the 
most time in the sky and the least on the 

ground. A 35-year industry veteran, Krishnaswamy has to 

work his way around the infrastructure crunch at airports. 


Aravind Saksena/ 51/ 

Chief Information Officer 

Technology is a key cog in Air Deccan's low- 
fare model, with Saksena, a 16-year army vet- 
eran, in charge of minimising costs by mov- 
ing online everything from tickets to inter-office 
memos. Key player behind designing Air Deccan's one- 
page ticket that cut costs to under a rupee per ticket com- 
pared to Rs 40 shelled out by some competitors. 
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k - 3 v Mis ! a "A in У " 
Thinking woman's philanthropy: Rohini Nilekani with some of the beneficiaries of 


the microfinance initiative Sanghamitra, of which she is a part 





India Inc. and its residents are waking up to the difference 
between charity and philanthropy. That could, as several \ 
works-in-progress demonstrate, result in some good. sivasi raru 
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NE DAY IN LATE 2005, ROHINI NILEKANI, 

signed a cheque for Rs 100 crore in 

favour of Arghyam Trust—the name is 

Sanskrit for offering and is also the 

name of the Nilekanis residence in 
Bangalore’s tony Koramangala area—which she had 
founded in 2001. The money, which came from the 
sale of her shares in Infosys Technologies (founded by 
husband Nandan Nilekani and six others in 1981) 
isn’t important. Nilekani’s progression from stu- 
dent-activist to journalist-activist to a woman of 
independent means (and how!; at last count, her 
1.67 per cent stake in Infosys was worth Rs 768 
crore) willing to invest serious time and effort in 
understanding that philanthropy thing is. “How can 
individuals and companies make up for governmen- 
tal failure?” asks Nilekani. “How can you take your 
money and direct it at the good people (and organi- 
sations doing good work)?” “How do we take our 
understanding of corporate management practices and 
accountability into the space?” 

The questions are important because others, 
across India, some in charge of the philanthropic 
activities of companies, others in charge of the trusts 
and the foundations created by companies to carry out 
philanthropic work, and still others, wealthy 


individuals who would like to see their money put to 
good use, are asking them too. And the questions are 
important because they indicate the growing reali- 
sation that charity (broadly, addressing symptoms) is 
as different from philanthropy (addressing the un- 
derlying causes) as 20-20 cricket is from the five-day 
version of the game. “There is no long term vision (in 
philanthropic initiatives undertaken by companies or 
by individuals in India),” says Pushpa Sunder, formerly 
Executive Director, Indian Centre for Philanthropy. 
“There is lots of charity in India; little philanthropy.” 

That this is changing is evident from the way 
companies and business groups, such as the АУ Birla 
Group approach philanthropy today. “This centre 
is the apex body for all our development projects,” says 
Rajashree Birla, Chairperson, Aditya Birla Centre for 
Community Initiatives and Rural Development. “It sets 
strategies, and monitors and ensures implementation 
and results.” That sounds like serious business. It is, for 
the 250 people who work for the centre. 


The Measure Of Goodness 

The transition from charity to philanthropy has been 
helped along by a desire, on the part of companies and 
individuals, to see results. “Thanks to the donors 
there is a lot of emphasis on financial accountability,” 





bt philanthropy 


THE GIVERS 


Company/ Foundation/Trust/Others says Nilekani who is Chairperson, Arghyam 4 
- Trust, Akshara Foundation and Pratham Books, 
Thermax Direct 


МАЛ tof PAT and also involved with microfinance organi- 
CORPUSIAMOUNT GIVEN AWAY IN 2005-06: N,AI per cent o sation Sanghamitra, Public Health Foundation 
(Rs 1.23 crore) 


FOCUS AREA: Education, but not limited to that of India (PHF), a public-private partnership 
aimed at improving the quality of public health 


Nicholas Piramal/ Gopikrishna Piramal Trust and services in India, and ATREE, an organisation 
Diya Foundation (run by promoting family)/Direct that aims to protect bio-diversity and pro- 
CORPUS/AMOUNT GIVEN AWAY IN 2005-06: N.A./Rs 1.2 crore mote sustainable development. 


And it has also been helped, in part, by a 
desire to give back to society. “With the 
influence of television and mass media, how 


ICICI Bank icicicommunities, Social Initiatives Group 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06: N.A. 
FOCUS AREA: Elementary education and universal access to 


financial services but not limited to that long will the poor patiently and passively wait 

for their lives to improve?” asks Anu Aga, 
Raymond/ Gram Vikas Yojana (and several trusts run by the Director, Thermax. “It is vulgar to give more 
promoting family) (to the family, which already has lots of 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06; N.A. 


FOCUS AREA: Malnutrition and rehabilitation of street children money),” adds К. Anji Reddy, Chairman, Dr 


but not limited to that Reddy’s Labs, explaining why his holding (val- 
ued at Rs 1,000 crore; the holding of the 
AV Birla Group/ Aditya Birla Centre for Community Initiatives family as a whole is valued at around Rs 2,500 i 
and Rural Development crore) in the company will find its way to 
CORPUS/AMOUNT GIVEN AWAY IN 2005-06: Rs 90 crore > institutions and foundations engaged in 
FOCUS AREA: Social and economic development of communities 
nita Group/ Sir Dorab Tata Trust and other trusts/ A helping hand: Vijaypat Singhania 
irect (by 40 major companies in the group) P j А x 
CORPUS/AMOUNT GIVEN AWAY IN 2005-06: N.A./Rs 590.22 crore with one of the street-children being 
FOCUS AREA: From AIDS to ecology to community development trained at the Raymond centre that 


focusses on their rehabilitation 


M&M/ KC Mahindra Trust/Direct 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06: Rs 19.24 crore 
FOCUS AREA: Education and health 


Dr Reddy's Labs; Dr Reddy's Foundation 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06: N.A. 
FOCUS AREA: Education, livelihood and community development 


Bharti Enterprises/ Bharti Foundation 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06: Rs 200 crore/N.A. 
FOCUS AREA: Primary education in rural areas but not limited to that 


Infosys/ Infosys Foundation 

CORPUS/AMOUNT GIVEN AWAY IN 2005-06: 1 per cent of PAT (N.A.)/ 
Rs 13.25 crore 

FOCUS AREA: Healthcare, social upliftment, art & culture, 
education 


ITC, Direct 
CORPUS/AMOUNT GIVEN AWAY IN 2005-06: Rs 56 crore in 2004-05 
FOCUS AREA: Rural and agricultural development 


Godrej Group/ Phirojsha Godrej Foundatior/Direct 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06: Rs 5-8 crore 
FOCUS AREA: Environment and conservation but not limited to these 


HLL Direct 


CORPUS/AMOUNT GIVEN AWAY IN 2005-06: Rs 24 crore in 2004 
FOCUS AREA: Health, empowerment of women, education of 
special children 


This is a representative table and does not claim to include details of 
significant philanthropic spends by India Inc as a whole. 
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Organised from the start: Ratan 
Tata's Tata Group spends more than 
any other Indian business group on 
philanthropic activities 


philanthropic or educational activities. "Look at the Birla 
Institute of Technology and Science,” he says. “Today, 
it is sitting on Rs 1,500 crore worth of Grasim shares." 

In some cases, efforts to do it the right way start as 
early as identifying the problem. “We first understand 
gaps in India's human development through the use of 
research and then partner with the government and 
existing organisations," says Nachiket Mor, Deputy 
Managing Director, ICICI Bank, who is also in charge of 
the bank's development initiatives. “If necessary, we help 
create new organisations to fill the gap." 


Where It Matters Most 

[n a country where several *development-gaps" exist, 
corporate houses and individuals can find an avenue for 
their philanthropic activities. *India is a very fertile place 
to engage with the non-profit sector," says Nilekani. For 
the Av Birla Group, for instance, the main focus areas 


Not cheque-book philanthropy: Rajashree 
Birla heads a 250-member team that gets down 


to the details of developmental initiatives 





are agriculture and the empowerment of women. One 
initiative involves the optimum use of land and water 
resources by raising the ground water table, harnessing 
available resources, recharging ground water, installing 
pedal pumps, and erecting bunds. “This project has 
ensured that 15,000 acres of land have come under ir: 
igation in over 400 villages, benefiting 12,000 families,” 
says Birla. For the Mahindra Group, one of the focus 
areas is education. The group sponsors the education 
some 6,000 disadvantaged girl children and, according 
to Rajeev Dubey, President, Human Resources and 
member of the management board, recently "doubled 
the number of Mahindra All India Talent Scholarships 
to 600 (this is offered to students wishing to enroll 
job-oriented diploma courses in polytehnics)." Another 
is health; this year, the group has decided to donate 60 
cochlear implants over three years to children under the 
age of five (each procedure costs around Rs 5 lakh). Dr 
Reddy's Laboratories’ emphasis is on creating livelihoods 
and the Dr Reddy’s Foundation’s Livelihood 
Advancement Business School has thus far created 
livelihoods for over 60,000 young people from eco 
nomically disadvantaged backgrounds. 

At the Tata Group, apart from philanthropk 
tiatives undertaken by affiliated trusts, most larg 
companies have philanthropic agendas, although som 
of these have more to do with corporate soci 
responsibility (CSR) than philanthropy. Software ser 
ices major TCS, for instance, runs an adult-literac 
programme that has benefited 46,000 people. Tat 
Chemical’s water-management programme | 
improved the lives of thousands of dis- 
tressed villagers in Gujarat’s 
Okhamandal region. 
health, education, and community 
development, in recent years, the 
emphasis has been on developing 





















‘Besides 


sustainable livelihoods and enc 
ouraging social entrepreneurship,” 
explains Anant Nadkarni, Vice 
President, Csk, Tata Group. Wipro’s 
Azim Premji has decided that 

the eponymous founda- | 
tion he funds will focus 

on education (see The 

Ideal Model?). And 

Nilekani has chosen 

to focus her 





. Rs 217 crore: Or most of the proceeds 

. from selling his stakes in Future Soft and 
Hughes Software; that's how much K.V. 

. Ramanigave away ——— 


activities on the fact that most Indians lack access to 
essentials: health, education, water, even markets. 


The Personal Equation 
The benchmark for philanthropic activities in India 
would have to be technology entrepreneur K.V. 
Ramani (significantly, all the individual philanthropists 
featured here including Reddy and Premji owe their 
fortunes to the high market value of their new-econ- 
omy ventures). The co-founder of Hughes Software 
Systems and Future Software sold his stake in both to 
Flextronics in late 2004. His total income from the 
sale: more than Rs 217 crore. He kept just around Rs 
15 crore and gave away the rest to a philanthropic trust 
Shirdi Sai Trust, he founded in 1994 (by 2004, he had 
already given Rs 24 crore to this). Ramani is busy mak- 
ing sure the interest generated is used for religious, 
educational and medical purposes, and while his effort 
fits more under the head of charity than philanthropy, 
the sheer (relative) magnitude of it is something India 
Inc, and its residents would do well to learn from. 

Nilekani, in some ways, has done one better: the 
amount she has given away is significant, and she has 
clear ideas on what she calls "strategic philanthropy." 
"You have to look at issues from a macro-level,” she 
says. "Everything is deeply connected." And she goes on 
to explain how access to credit and access to water are 
closely related (Arghyam works in the area of water 
security). “Cheque-writing is easy, but I don't do that,” 
she adds. “Our group has never believed in cheque-book 
philanthropy,” says Birla. Evidently, India Inc. is 
learning on this front too. m 

ADDITIONAL REPORTING BY AMAN MALIK, RAHUI 
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THE IDEAL MODEL? 


The Azim Premji Foundation is run like a company. 


an intensely private person who prefers to talk 

(after a great deal-of persuasion) on his company 
and little else. He declined to meet with this magazine to 
discuss his take on philanthropy, instead deflecting queries 
to Dileep Ranjekar, CEO of the Azim Premji Foundation and 
Wipro’s former HR head. 

The foundation, which began its efforts to enhance the 
quality of education in schools around the country (largely 
in rural areas) five years ago with a Rs 360 crore grant and 
three employees, today covers nearly 15,000 schools, 
25,000 children and around 43,000 teachers and has 
recently won more backing from Premji in the form of a 
fresh Rs 300 crore grant (it currently employs 250). The 
foundation has tried to play a collaborative role, focussing 
on enhancing the quality, quantity, and equity of education 
delivered in government schools across the country, 
which account for 90 per cent of the school-going 
students. “Education is today based mostly on rote and 
memorisation of text and there is little emphasis on 
understanding and comprehension,” says Ranjekar. The 
last board meeting held in mid-July at the foundation's 
office, located in a eucalyptus grove behind Wipro's 
Corporate Office on Sarjapur Road, saw Premji and 
Ranjekar make a five-year analysis of APF's progress. 

"The last five years were a time of learning and devel- 
opment and the time had now come to take this initative 
forward," says Ranjekar. While his team has made siginif- 
icant progress in reaching schools in 17 states in the coun- 
try, Premji believes it is time to create a collaborative 
framework with other education partners. "While we have 
taken our first few steps, (one initiative called Computer-Aided 
Leaming has grown from a single-school project to cover over 
15,000 schools today) , the statistics in education (only 17 
per cent of all girls in the arid, backward district of Raichur 
in North Karnataka graduate, for instance) reveal that we 
have a long way to go," explains Ranjekar. Backed by the 
Premjis (Wipro chairman's wife Yasmeen is a board mem- 
ber too) , APF is now looking to “work on concrete issues that 
can trigger systemic change in the education sector." 

RAHUL SACHITANAND 
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? capital practices 


account for as much as 43% 
of the difference between a 
company's market-to-book 
value and its competitors. 
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PERCEPTIONS! 
"HRis nota strategic business unit." 


“HR does not contribute much to the 
bottomline.” 


“HRisacostcentre.” 


REALITIES! 


“Investing in HR gives the same ROI as 
investment in any other function or asset" 


In today's intelligence driven economy, it is 
people, who predominantly contribute to an 
organization's growth. 

With its configurable business processes, 
change on demand functionality and 
powerful tools, Ramco HRMS helps HR 
managers build a composite framework, 
fusing together components of business 
andHR. 


For more information on Ramco HRMS callus at +91 44 2220 4327 


or e-mail us at info@rsi.ramco.com 


Amit & Shoemaker 


This framework then becomes a 
strategic tool. It gives you a competitive 
edge, that clearly impacts the 
bottomline and proves to your line 
management that it can generate 
compelling ROI. 

We have astounded CEOs and CFOs 
with our HR solutions. If you would like 
to experience the same, call us. 
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* Employee Relations 

™ Compensation and Benefits 
Management 

= Employee Development 

* Planning 

= HR Analytics 
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: India Inc. is making some politically 
How Big Is correct noises, but by forcing it to 
The OBC accept ‘voluntary’ affirmative action, 
17 the government is skirting the real 
KONEILLE issues and playing votebank politics. 


The short answer to that is: SHALINI $. DAGAR AND PALLAVI SRIVASTAVA 
No one knows. The govern- 

ment and its various arms 

have, at various points in 

time, come up with three ү AN A PATENTLY RETR )GRADE AND ANTI- 


mutually exclusive answers. competitive measure ensure sc ycial and Ип 
G bs Gc AR 1 › Chairman & MD 
economic justice? The United Prog- Bharti Airtel 


, ressive Alliance (UPA) government at the 
j Ё Centre seems to think it can. But if “Voluntary 
\ У М caste discrimination has been a thorn in the collective initiatives with 


O flesh of the entire nation, then the government, by quantifiable 
seeking to propagate it further through caste-based 

4 reservations, is just driving the thorn in deeper. — arethe 
О Article 15 of the Indian Constitution expressly pro- only Way 


hibits discrimination on grounds of religion, race, iorward"and 
Mandal Commission Report caste, sex or place of birth. Through the perverse [ dusty 


incentive of caste-based reservations, however, the committéd to it” 
government is promoting precisely what the found- 
4T ing fathers of the Constitution had so abhorred. It will 
7 C e be disastrous if the government carries through its 
^ ~ threat of imposing mandatory job quotas in the pri- 
ө vate sector. “While no person should be denied а job 
based on his caste, it is equally so that no person 
should get a job simply on the basis of his caste. 
О Recruitment should be on the basis of 
National Family Health Statistics merit,” says Sanjiv Goenka, Vice 
\ Chairman, RPG Enterprises. | 
Some key questions, however, A j 
need to be answered. What аге we M Ade, 
trying to achieve? Is it non-discrimi- 
nation? If the answer is yes, then painting the Dalits 
(Scheduled Castes and Scheduled Tribes or scs and STs) 
and the Other Backward Castes (OBCs) with the same 
brush will not work. Historically, the former have been 
outcastes—victims of the invidious practice of 
untouchability and their current status, at least in rural 
India, has not improved in tandem with the ес 
nomic progress of the nation. “The OBCs, (however), 












































are now part of the ruling classes in many states. 
Arjun Singh has confused the entire nation," says 
Dalit activist Chandrabhan Prasad. This argument is 
accepted by others as well. “The case for Dalits is more 
compelling. One does not want to use the same 
instrument of reservations for OBCs,” says Pratap 
Bhanu Mehta, President and Chief Executive, Centre 
for Policy Research (CPR), who, along with sociologist 


Um 
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Andre Beitelle, resigned 
from the National Know- 
ledge Commission in protest 
against mindless caste-based 
reservations. Mehta also 
believes that before we look 
at reservations, we must 
answer the questions: What 
kind of deprivation are we 
targeting? What prevents 
the backward sections from 
achieving their full poten- 
tial? “It is imperative that 
the issue is addressed in a 
larger canvas of education, 
employability and entrepre- 
neurship,” says J.J. Irani, 
Director, Tata Sons, who 
was Chairman of an industry 
taskforce on the issue. 
Pushed to the wall on the 
issue of job quotas, and 
threatened with legislation, 
industry bodies like the 
Associated Chambers of 
Commerce and Industry of 
India (ASSOCHAM) and the Confederation of Indian 
Industry (cm have come out with a series of “voluntary” 
affirmative action (AA) policies. Explaining the anti- 
legislation stance of the industry and countering the sug- 
gestion that the action plan suggested by it is a ploy to 
stave off legislation, R. Seshasayee, Managing Director, 
Ashok Leyland, and President, Сї, says: “Legislation nor- 
mally ensures that people follow the letter of the law 
rather than the spirit of the law.” However, the fact 
remains that organised private industry, which employs 
eight million people, has been consistently and, often 
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“| believe 
reservations 
are not likely 
to achieve the 
objectives for 
AUG 
are bê 


demanded” 





quite vehemently, against job quotas. The rationale: a 
country that is positioning itself as the knowledge 
back-end of the world cannot compromise on merit. 

Pro-reservationists, however, say social and eco- 
nomic backwardness prevents the acquisition of merit, 
leading to a vicious cycle of 
no-education-no-jobs and so 
on. If breaking this cycle is 
the goal of reservation, then, 
logically, education needs to 
be targeted, but from the 
other end of the spectrum. 
Rather than opening up 
access to IITs and IIMs, the 
emphasis should then be on 
strengthening the primary 
school system in the country. 
Says Rahul Bajaj, Chairman, 
Bajaj Auto, and Rajya Sabha 
MP: “I believe reservations 
are not likely to achieve the 
objectives for which they are 
being demanded. However, 
the problems of the eco- 
nomically backward, 
including the scs/sts, should 
not be ignored. The first 
thing to do is obviously to 
ensure good primary educa- 
tion for all.” 

If one believes that his- 
torical social and economic 
practices prevent some groups from acquiring the 
skills required to access education and jobs, then 
other issues emerge. Caste is only one of the variables 
limiting performance. Income, cutting across caste 
lines, is often a more potent factor in preventing 
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THE EXPERIENCE ELSEWHERE IN THE WORLD 


to reverse deep-rooted social prejudices and 
political injustices against particular demographic 
groups—is not the prerogative of the Indian govern- 
ment alone. The US has a high profile AA programme 
aimed at bringing African Americans (and other minor- 
ity groups from Asia and Latin America) into the main- 
stream. And following the end of apartheid, South Africa 
has also adopted measures to promote greater inclu- 
siveness in its society. The European Union (EU), which 
uses the term “positive action”, only has provisions for 
gender equality. 
The term AA was first used by the then US President 


A FFIRMATIVE ACTION (AA)—MEASURES MANDATED BY LAW 
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Lyndon Johnson in 1965 in an executive order requiring 
Federal contractors to ensure employees were not dis- 
criminated against on the basis of their race, creed, colour 
or national origin. But the US is now debating the ethics of 
the voluntary desegregation plan in public school enrolments 
following a decision of its Supreme Court, on August 1 this 
year, to refuse to reopen the Lynn School Race Case, 
which takes race into consideration when children request 
transfers to schools outside their neighbourhoods. President 
George W. Bush has now taken a stand against AA saying: 
“Policies that give minorities a leg up on white college 
applicants are an unconstitutional discrimination and 
should be struck down by the Supreme Court.” 
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The Story At The IITs 


The SC/ST quotas are seldom filled up at the IITs. 
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access to education and jobs. Religion, regional 
biases and gender also play their roles in this. As the 
example of the irrs shows—sc/sr quotas are sel- 
dom fully utilised (see The Story At The irrs)— 
numerical quotas do not often serve their full pur- 
pose in any of these cases. 

Also, despite the politically-charged debate raging 
over reservations, there is no reliable data on the exact 
number of OBCs (see How Big Is The OBC Population?) 








THE VOLUNTARY RESPONSE | 


| 
The organised private sector accounts for only | 
around 2 per cent of the total workforce in India. 

Yet, for the government it has become the frontier | 
where its progressive and socially inclusive policies | 
have to be most visible. Indian industry: 

п Is unequivocally against legislation for job quotas — 
m Will consciously recruit more SCs/STs at all levels | 
m Will ensure more appointments/promotions to 

executive levels 
m Promises to create 100 SC/ST entrepreneurs by 
next year; to seek help from SIDBI, NABARD 

| æ Will sponsor coaching for 10,000 students in 
10 universities; to scale this up to 50,000 

students by 2009 

, W Institute 100 scholarships for study in premier | 

| institutes 

| m Will institute 5 scholarships for studies in overseas | 

universities in Year 1; to scale up to 50 in five years | 

m Ask individual companies to reserve seats/ 

institute scholarships in schools run by affiliates 

m Will appoint councils/ombudsmen to ensure 

action by industry 

m Will compile data on industry-wide progress of 

its AA programme 

m Will create councils to initiate action against non- 

compliance by members | 
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as there has been no caste-based census since 
Independence. Analysis based on consumption data is 
also inconclusive. Says R.K. Shukla, Chief Economist, 
National Council of Applied Economic Research 
(NCAER): “There is hardly any difference in the average 
per capita consumption of the bottom 20 per cent of all 
categories of the population, be it the scs/srs, the OBCs 
or others, Quota policy makers should then exclude the 
creamy layer of all categories and include the bottom 
category of all the classes.” 

Industry, too, has no caste-based employment data. 
“Though it cannot be substantiated with data across the 
board, some samples have shown that representation of 
scs/sts in shop floors is much more than is popularly 
perceived,” says Irani. 

On job quotas, however, Corporate India has bought 
itself a year's time with its “voluntary” action plan, 
but the proverbial Sword of Damocles continues to 
hang over its head. *Voluntary initiatives with quan- 
tifiable targets are the only way forward and industry is 
committed to it," says Sunil Bharti Mittal, Chairman & 
Managing Director, Bharti Airtel. Will Corporate India 
deliver on this promise? It has no option, but to. Mere 
words will not help. But there is only so much that it can 
do. *Given that additions in employment in the private 
sector is just a very small number—and since it employs 
only 2 per cent of the country's total workforce—this 
measure will yield very limited results," says Irani. 

“While we in industry certainly have a responsibility 
for preparing the underprivileged and making them 
more employable, such efforts cannot substitute for or 
absolve the government of its own responsibility," 
says Sunil Kant Munjal, мр & CEO, Hero Cycles. 

So what are we shooting for? Brownie points ahead 
of elections would be the obvious guess, because rather 
than address real issues, reservations create an illu- 
sion of inclusiveness while actually doing nothing for the 
underprivileged. 8 
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ADITYA BIRLA GROUP 
\NAGING TOMORROW TAKING INDIA TO THE WORLD 


ACUMEN 2006 


VANHEUSEN 


National B-School Challenge 


ARE YOU SHARP ENOUGH ? 
lenovo 


THE SOUTH ZONE ROUND OF ACUMEN 2006 
BEGINS AT IIM - B ON 25TH AUGUST. 


PHILIPS 


Acumen 2006, India's only national level B-School challenge is back again to bowl you 
jut. Presented by Business Today and the Aditya Birla Group. This is where yousee the 
vest minds battle, strategies drawn and leaders evolve. Their war of wits includes 
oughto crack quizzes and heated debates. The winners achieve mega prizes and a rare 
istinction. The sharpest in the audience also win exciting prizes. Be there to catch the 


actionorsimply winit! 


` ACUMEN SCHEDULE _ 
Date Zone B-School partner Venue 





Aug 4-5 North ПЕТ, Delhi ПЕТ Auditorium 


‚ Aug. 25- 26 South IIM, Bangalore IIM B Auditorium 





To catch the action for East & West zone, keep watching this space. 


ACUMEN QUIZ FOR B-SCHOOL ALUMNI 
Do you want to revive those good old days of quizzing? 


Just send us your participation by e-mailing us the duly filled 





B-School Alumni Quiz form at acumen@intoday.com indicating 





your zone of participation and get ready to beat your old rivals! 


www.btacumen.com 
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As Hutchison and 
Essar slug it out for 
BPL’s Mumbai circle, 
the already troubled 
joint venture hits 
rock bottom. 


KRISHNA GOPALAN 


$ IN THE HUTCHISON 
LATIONSHIP 


Essar Teleholdings Ltd (ETHL) acquires Bi L 


a 9.9 per cent stake in BPL Mobile 
Communications from France Telecom. 

The deal was done when Essar was a significant 
shareholder in Hutchison Essar (HEL) 


2005 


Essar Spacetel, another Essar Group company, 
applies for licences in seven new circles—Orissa, 
Madhya Pradesh, Assam, North-East, Bihar, J&K 
and Himachal Pradesh. This was again done when 
Essar was a part of HEL. Interestingly, the licences 
were sold to HEL along with the four circles owned 
by BPL Communications 


2006 A UES 


Essar writes to the Department of Telecom- 
munications (DoT) seeking clarity on indirect 
holdings. This was after Orascom acquired a 19.3 
per cent stake in Hutchison Telecommunications 
International Ltd (HTIL), giving it an indirect 
holding in HEL 


2006 


The Hindujas decide to exit their 
5.11 per cent holding in HEL. Both 
Hutch and Essar pitch for it. Hutch 
eventually buys the stake for 

$450 million (Rs 2,115-crore) 
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Ringing out? Hutchison's Li 


FTER COUNTLESS ROUNDS OF SPARRING WITH 
the Ruias of Essar, his partner in a cellular 
telephony joint venture in India, Hong 
Kong billionaire Li Ka-Shing, Chairman 
of Hutchison Whampoa, decides enough is 
enough. Despite holding almost 67 per cent in his 
Indian Jv Hutchison Essar Ltd (HEL, 47.45 per cent of it 
directly), which contributes all of 42 per cent to his 
global telecom operations, he realises that he cannot see 
eye to eye with the Ruias. The head of the HK con- 
glomerate has few options to fall back on. The best 
choice: Cut bis losses (just figuratively; HEL boasts one 
of the highest gross margins amongst Indian cellular 


Acting tough: I 
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companies), and exit the Indian Jv when the going isn't 
that bad (it’s steadily getting worse). The Ruias, who 
were distinctly minority partners with 33 per cent before 
Li’s exit move, are cock-a-hoop as they are now finally 
in the driving seat of India’s fourth-largest mobile 
telephony play. 


It’s an unlikely scenario, but the way the relationship 
between Essar and Hutchison, the two partners of 
the cellular ЈУ, has been steadily deteriorating, you 
can’t but help get the feeling that this is one end game 
one of the sides is angling for. After all, there have been 
instances of global telecom giants like Telstra, AT&T, 
Telekom Malaysia and Vodafone packing up one fine 
day and leaving (Vodafone and Telekom Malaysia 
came back, but that’s another story). The circum 
stances of the Essar-Hutch acrimony are of course 
unique, but they might well have their origins in the 
tremendous growth opportunities on offer for the 
telecom sector, and the resultant astronomical valuations 
such plays are commanding. For instance, Idea Cellular, 
the Jv between the Tatas and the Birlas, witnessed 
considerable mud-slinging too, and the matter was 
eventually sorted out with one partner buying out the 
other (the Tatas exited Idea). 

Is the Hutch-Essar partnership headed down the 
same road? To be sure, over the past several months, 
the path has been getting rockier by the day, and last 
fortnight, the JV hit rock bottom when the partners 
went to court to decide the fate of one circle, the lu 
crative Mumbai one, which was to be merged into HEL. 
However, the Ruias, via their telecom holding company 
Essar Teleholdings Ltd (ETHL), fired off a termina- 
tion notice to Hutch, calling off the transaction, because 
the HK ally wasn’t able to get the necessary approval 
from the Department of Telecommunications (DoT) by 
July 31, the set deadline. 

It’s difficult to give the Hutchison Essar combine a 
big chance of working together in harmony again. 
The first time the two partners got together was around 
1999 when they joined hands in the Delhi circle. 
Other circles like Kolkata and Gujarat followed swiftly. 
Essar, too, had its own operations in circles such as 
Haryana and Rajasthan and the grand plan was to 
merge all the circles at some point in time to form a 
large telecom entity. Following several rounds of 
reworking shareholding structures, by early 2006, the 
combine was down to three partners—Hutchison 
Telecommunications International Ltd (нти), the HK 
telecom arm of Li, ETHL and the Hindujas (who had a 
stake by virtue of their presence in the Gujarat circle 
where Hutchison Essar was operating). 

However, last fortnight’s courtroom drama wasn’t 
the first sign of discord between the two partners. The 
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Ruias, it would seem, have their telecom game plan 
clearly charted out, which may or may not have to 
synergise seamlessly with the Jv with Hutchison. For 
instance, in 2004, group company Essar Teleholdings 
acquired just under 10 per cent in BPL Mobile 
Communications, which ran the Mumbai circle, and 
which was then being operated by Rajeev 
Chandrasekhar. This was at a time when Essar was a 
partner with a 26.99 per cent shareholding in HEL. 
(Chandrasekhar later agreed to sell his operations 
in Mumbai, Maharashtra, Tamil Nadu and Kerala to 
ETHL, which in turn sold these operations to HEL, 
the Jv with Hutch. Maharashtra, Tamil Nadu and 
Kerala were run by a company called BPL Mobile 
Cellular, whose merger with HEL has been completed. 
It's the BPL Mobile Communications’ deal, for the 
Mumbai circle, which is still hanging fire.) Similarly, 
a few months later, Essar Spacetel, another group com- 
pany, applied for licences in seven new circles (which 
were eventually sold to HEL). 

You could argue that such transactions were driven 
by sheer commerce and hence the Ruias were per- 
fectly justified in doing them. But that the two partners 
were clearly not in sync came out in the open early this 
year when Essar wrote to DoT, seeking clarity on 
Hutch's indirect holdings in the Jv. This came after 
Orascom acquired a 19.3 per cent stake in HTIL. Since 
Orascom also had operations in Pakistan and 
Bangladesh, the bogey of a security threat was duly 
raised. The issue got murkier when it came under 
government scrutiny, which was the result of the 
National Security Advisor writing to the government 
stating that Orascom's indirect presence was a threat to 
national security. It is gathered that Hutch was not 
aware of the letter sent to DoT, which only added to the 
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ME IN COURT 


.. HUTCHISON ESSAR 


We have applied for the approval and 
this is expected. Termination notice 
e тау delay getting approval. Besides 

. . there is a clause in the share purchase 
. agreement for waiver of any 
— condition precedent by notice 


We have paid 97.5 per cent of the 
total amount due. The issue is not 
about the money being refunded 
since we want the transaction to 
| go through 
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intrigue. If there was an issue between the promoters, 
why did they not settle it between themselves instead 
of going to DoT? According to a senior telecom 
industry official, a development like this can only send 
the wrong signals. “An issue going directly to the reg- 
ulator or DoT is not really the right way for two 
partners to settle their differences,” he states. And 
finally, a couple of months ago, when the Hindujas 
felt the time was right to sell their 5.11 per cent 
holding in HEL, there was a scramble between the two 
partners to grab that stake. Hutch came up trumps, 
with a $450-million (Rs 2,115-crore) offer, and the 
buyout helped it bolster its position as the single- 
largest shareholder in HEL. 

Did that leave a bitter taste in the mouth of the 
Ruias, who then waited till the July 31 deadline to get 
back at Hutch (the Ruias were unavailable for com- 
ment)? Interestingly, the petitioner in the court last fort- 
night was the Jv itself, and the respondent BPL 
Communications, but the battle clearly is between 
Essar (the current owner) and Hutch (the would-be 
majority owner). Hutch says it has paid Essar Rs 1,617 
crore for the deal, and hence the transaction should be 
culminated, but the Ruias insist on an approval from 
DoT for this intra-circle acquisition. The Hutch counter 
is that it has applied for the approval, and the termi- 
nation notice may, in fact, delay the go-ahead. Essar 
doesn’t think too much of the fact that the Jv has paid 
its telecom holding company Rs 1,617 crore, and is will- 
ing to refund the money. But Hutch obviously doesn’t 
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Waiting in the wings: A 1 


WHO COULD BUY 
BPL MOBILE? 





F THE DEAL BETWEEN ESSAR AND HUTCH FOR THE SALE OF BPL 

Mobile Communications does not go through, Essar will 
have to end up looking for a buyer. For starters, Mumbai is 
an extremely lucrative circle with a healthy average revenue 
per user (ARPU). BPL Mobile, at the end of June 2006, had 
over 1.29 million users. The question is who would be 
the interested parties? 

Some obvious names come to mind immediately. 
There is Sunil Mittal’s Bharti Airtel, which already has a 
presence in Mumbai. One option for Mittal could be to ac- 
quire BPL Mobile and then merge it with Bharti, which is 


exactly what Hutchison Essar intended to do. The other-can- · 


didate is the Aditya Birla-owned Idea Cellular, which, 
post the buyout of the Tatas' stake, controls over 98 per 
cent of Idea Cellular. Idea does not have a presence in 
Mumbai and has put an application to provide services in 
the circle in addition to 11 other circles. Besides, the 
group is very keen on telecom as a business. 

Anil Ambani's Reliance Communications appears to be 
a logical candidate since the company has already filed an 
application to provide GSM services in Mumbai and Delhi. 
Ambani already operates CDMA services and the BPL 
Mobile operation could complement his existing operation. 
Another name doing the rounds is that of Malaysian opera- 
tor, Maxis, which some time ago acquired a 74 per cent stake 
in the C. Sivasankaran-promoted Aircel that gave it a pres- 
ence in Chennai and Tamil Nadu. Maxis is looking to expand 
its footprint and Mumbai will be a useful operation to have. 
Though there is no confirmation, it is learnt that Russian 
operator Sistema and Luxembourg-based Millicom could be 
the other suitors. These names are not surprising since 
they have always been keen on India as a market. 


want to take the money back, as it has already paid 97.5 
per cent of the total money due, and is keen that the 
transaction goes through. 

Now, with the BPL Mobile Communications case in 
court, it is anybody's guess how the relationship between 
the two partners will pan out. Regardless of the out- 
come, the question is whether the two partners can 
work together again. Sources familiar with the devel- 
opment point out that it is crucial for Hutchison Essar 
to put an end to the dispute at the earliest. *If they are 
keen on deriving value from the BPL Mobile brand 
and enhance the value of the Hutch brand in Mumbai, 
that seems like the only way to go about it. In the legal 
context, it is really a question of not just getting the 
approvals from the por, but more about when it will 
come through," they add. 

From Li's and Hutch's Indian operations head 
Asim Ghosh's point of view, there would be no ambi- 
guity on how important the Indian operation is. The 
numbers tell the story: Of HTIL’s total turnover of HK$ 
24 billion (Rs 13,440 crore then) for 2005, India 
accounted for HK$10 billion (Rs 5,600 crore then). For 
the same period, EBITDA (earnings before interest, taxes, 
depreciation and amortisation) margins for HEL were at 
a very healthy 47.1 per cent. Apart from India, нти. pro- 
vides cellular services in Indonesia, Vietnam, HK, Israel 
and Thailand. At the end of June 2006, HEL has a total 
subscriber base of 17.54 million. Given that the sub- 
scriber base is on the growth path and given HEL’s 
massive presence in 16 out of a possible 23 circles, India 
provides a huge opportunity for HTIL. Besides, with most 
of the regulatory overhang out of the way, HTIL can 
increase its stake to 74 per cent from the current level 
of 62 per cent—it will be 67 per cent once the deal with 
the Hindujas is concluded. 

For the Essar Group, telecom looks like a con- 
vincing story and the group, after its initial teething 
problems with the sector, is sitting pretty with a 33 per 
cent holding in HEL. If the partners resolve the current 
stalemate amicably and if вр. Mobile Communications 
can merge itself with HEL—this will be the first intra-cir- 
cle merger if it goes through—the value of HEL will only 
go northwards. Based on the Hinduja deal of $450 mil- 
lion for 5.11 per cent, HEL would be worth a cool 
$8.8 billion (Rs 41,360 crore). However, it may be 
interesting to arrive at a valuation for BPL Mobile's 
Mumbai circle. Would it be today more than the Rs 
1,600 crore-odd Hutchison has deposited with ETHL? 
If so, Essar may see a great opportunity to sell the 
Mumbai circle to another operator. And there will be 
no dearth of interest (see Who Could Buy BPL Mobile). 
The big question, though, is that if matters do at all 
come to such a pass, would it be possible for the two 
partners to work together ever again? Ш 
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BT-NASSCOM PANEL/ ESO 


The Next Frontier 


for Indian IT 





Engineering the future: B.V.R. Mohan Reddy, Chairman and Managing Director, Infotech Enterprises; Kevin Dehoff, 


Vice-President, Bram Bluestein (centre), Senior Vice President, Vikas 


Booz Allen Hamilton; and Kiran Karnik, President, Nasscom 


SO. ENGINEERING SERVICES 
Outsourcing. Everyone 
would do well to 
remember the term. After 
IT services, IT enabled 
services, and new new thing IT in- 
frastructure management (fine, re- 
mote IT infrastructure management), 
this, ESO, is the new, new new thing. 
So says a report that has been put 
out by Nasscom in association witb 
consulting firm Booz Allen 
Hamilton. How attractive is the 
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opportunity? $40 billion by 2020. A 
few hours before the report was to be 
released Business Today got the au- 
thors of the report, Bram Bluestein, 
Senior Vice President, Kevin Deboff, 
Vice President, and Vikas Sebgal, 
Executive Director (India Business), 
Booz Allen Hamilton, B.V.R. Moban 
Reddy, Chairman and Managing 
Director, Infotech Enterprises, one of 
India’s pioneering ESO companies, 
and Kiran Karnik, President, 
Nasscom, to sit down and discuss 


Sehgal, Executive Director (India Business), 
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the key findings. The discussion was 
moderated by Business Today’s 
Managing Editor R. Sukumar. 
Excerpts: 


R. Sukumar: The first issue Га like to 
discuss is people. I don't know if 
you have seen the paper put out 
by Vivek Wadhwa, an entrepre- 
neur who now teaches at Duke. He 
says India doesn't produce as тапу 
engineers as everyone thinks it does. 
At one level, without going into 
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the nuances of either the quality of en- 
gineers or the report itself, I thought that 
would be something that would have a 
bearing at ESO. 

Vikas Sehgal: Wadhwa says China's num- 
bers are very high because the big part of 
it is the diploma, the two-year school 
they have, which skew the number in a 
very dramatic manner. In fact, you 
look at the numbers he has upfront, 
they say, India plus the us, is less than 
China. Keep in the mind that in China 
this was driven by socialist policies ini- 
tially which focussed on getting (people) 
to work in the plants. You need more 
than that to play an engineering off- 
shoring game. We guess these num- 
bers are true but for the business we are 
talking about, of engineering off- 
shoring, they will have to be modified 
heavily. When you look at that number, 
the us has the maximum production of 
engineers, next is India and China is 
pretty far behind. 

RS: Another layer to this thing about en- 
gineers is that all through the 1990s, 
when the first wave of IT services was 
on, anyone who went to engineering 
college would have this desire, irre- 
spective of their stream, whether it was 
mechanical or chemical or electronics, to 
acquire skills in software and go to 
work for the software industry. This 
trend continues even today. Whereas, if 
you look at the skills required for ESO, 
which you have spoken of in the report, 
it is largely core engineering skills in 
addition to some rr skills. 

BVR Mohan Reddy: If you look at the cur- 
riculum in Indian colleges, there is not 
so much dilution that has happened in 
the areas like mechanical engineering, 
chemical engineering or civil engineer- 
ing. There is some amount of work 
that they do in rr, but the core compe- 
tence in mechanical engineering or 
chemical engineering or civil engineer- 
ing has not changed. 

Some students who get into 
mechanical engineering do so, not 
because they cannot get into software 
engineering but because they want 
mechanical. But they migrate to IT 
because the job opportunities are more 
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in rr. Today with engineering services 
becoming fairly dominant, people will 
do what they like to do. They want to 
design aircraft engines. They want to de- 
sign cars. They want to get into styling. 
That is their ambition; not writing code. 
In the past, this opportunity wasn't 
there; now it is. 

Kevin Dehoff: Even in traditional me- 
chanically focussed products, more of 
the functionality is actually coming from 
the software and the systems integration 
aspect. In aerospace, traditional hard- 
ware is becoming something like 20-30 
per cent of the value of the product, 
whereas the systems integration and | 
embedded software has become, like, 70 
per cent. That is also happening in the | 
automotive industry. : 
RS: How important is it, from the point. | 


Kiran Karnik 
Wes 


“The concern} — 
have is the des- 
perate need for _ 
radical education 
reform encom- 
passing quality & 
quantity issues.” 
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Bram Bluestein 


Senior Vice President 
Booz Allen Hamilton 


"The Indian manufac- 
turing industry and the 
ESO industry will 

go hand in hand as 
we go forward." 
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of succeeding in ESO, to have a vibrant 
industry in that particular discipline, 
catering either to the domestic mar- 
ket, or as is the case with automobile 
ancillaries, an export market? 

Reddy: It is important to have a vibrant 
domestic sector; that’s where you will 
see more domain knowledge being cre- 
ated, a critical factor. We already have 
a strong manufacturing industry al- 
though it doesn’t reflect in our GDP; it 
was 22 per cent of GDP last year. 

Bram Bluestein: I think the best example 
is your automotive industry. By 2020, 
India would be one of the, if not the, 
largest auto market(s) in the world. 
The two (a local manufacturing indus- 
try and the ESO industry) will grow 
hand in hand as we go forward. 
Reddy: Don’t just look at the manufac- 
turing space; look at the research and 
development base that is there in India. 
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Executive Director (India) 
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“The key thing 


! : is the O part 
Th ber of public s searcl 
seize rers BVR, Mohan Reddy || ofthe ESO and 
available for exploitati day. і TAC 
RS: If you look at the barriers to so, 1108! Enterprises India is the only 
are they going to be very similar to the In India, the enormous country to 
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India Enjoys A Strong Position In Automotive And Hi-Tech/Telecom Engineering Services 


India ‘s Offshored Engineering Services (ES) Market Growth by India ‘s Offshored ES Market Position Vs. Effort Required (2020) 
Sector (2005-2020) 














18 | 165 T5 = High India's Sweet Spot 
16 T [4 5. af A 
$ i238 Е 
= Т = s 
5 | 5 
е $ + 22 а & ? 
о 12 m =” 
t zoo 
S 721 = se 
510] = 32 
E T 20 e E 
= 3 e ce 
a 19 2 HE. 2 
B 61 ; = e = 
F tag | ge : 
5 41 117 $e = | ^ 
€ ce w€ 
s 2 | | 16 © Low - 
= : & Low «— Effort Required to capture additional 1% market share —e-High — 
0+ — - E —1 Z 
mw Auto Aero Utilities Construction Other (9 Size of circle representative of India's revenue potential in offshored ES market by 2020 я 
*Does not include Defence Note: The chart is directional and position of data points are estimated based on expert interviews and research z 


Source: Booz Allen Hamiltion research and analysis; industry reports 


98 BUSINESS TODAY AUGUST 27 2006 


yooy sp phos vad sv ұр 


» < 
с r 15 pue SSYOTBIOS ysnomp mus ЦОЩА\ SJOO[4 Asaddtjs-uou ЈӘА "X[IS JO QOUBLUOI OU} ЦИА SJOO[ 


цешу цим assouy MOA јшәшәүішоо oT “YOOX pead әу ANOA jo әләціѕ ләлә рәдездшә SJ] `ә55ә 


das : p ә} $2111 





bt round table 


In this area it is vastly 
different. You are very 
often doing things which 
are not being done or 
cannot be done. You are 
not moving existing 
work. 

Bluestein: In the short 
term, the incentive for 
doing this is the eco- 
nomic benefit. But grow- 
ing global capabilities is 
the real opportunity. 
This is not about substi- 
tution (moving work 
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“Spend In Scope Total 
38 Consumer Electronics 8 Computer System 
Med. Devices W ind. Auto Figures in $ billion 
*Does not include Defence ** Other includes Pharmaceutical, Technology, 
Chemicals, Industrial, Consumer, Energy, Basic Materials, and Industrial Electronics 
^ Revenue potential from "Other" estimated based on industry research 
Source: Booz Allen Hamiltion intellectual capital; industry research, expert interviews 
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from one location to 

another). 

RS: Quite a few transnational compa- 
nies already have R&D or innovation 
centres here. Going forward, do you 
think that is going to be the preferred 
model? A captive one as opposed to a 
third-party one? 

Reddy: We have some very successful 
independent vendors in rr and rr en- 
abled services (think Infosys, TCS, 
Wipro, Genpact, WNs) and the Indian 
entrepreneur brings a certain amount of 
value. 

RS: Well, in rr and Bro, the trend is 
definitely in favour of third-party 
outsourcing. 

Bluestein: There are really two costs 
in outsourcing. One is transition cost, 
and the other is operating cost. In set- 
ting a captive you minimise your tran- 
sition cost, particularly when there isn’t 
a strong vendor community. Over time, 
the value is in talent and the vendor 
community should win because it is 
going to be more innovative and 
capable; you have to remember how 
hard it is to maintain the competitive- 
ness of a captive when you are not 
based in that country. But they are all 
going to survive. 

Sehgal: $1 billion to $40 billion. There’s 
so much to do; we need them both. 
Dehoff: I actually think it is good that 
there are multiple models. We are 
getting to the core of the core here 
(with Eso), the essence of a com- 
pany. And there will be issues re- 
lated to competitive advantage and 
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intellectual property. 

RS: Finally, what do you think the one 
thing working in India's favour in the 
whole Е$О thing, and the one thing 
working against? 

Sehgal: The key thing is the O part of 
the ESO and India is the only country in 
the world to have perfected offshoring. 
What can prevent India? India can pre- 
vent India and it has shown itself 
capable of doing so in the past. 
Bluestein: India’s fundamentals are really 
compelling: the foundation in rr and rr 
enabled services, the talent, and the 
global competitiveness. The one con- 
cern is that India may underestimate the 
opportunity. 

Dehoff: It is a natural evolution from rr 
and IT enabled services to ESO. 
However, this opportunity isn't not 
lost on other parts of the world. We ex- 
pect to see a lot of entrants coming 
into the market. 

Reddy: Talent is the key driver for this 
industry and that is one thing going 
for India, the enormous domain knowl- 
edge already there. But | am concerned 
at the volume of people required. A 
$40 billion opportunity would mean a 
requirement of a million people. 
Karnik: The thing going for us is the 
technological foundation that has been 
put down in India starting the 1950s. 
The concern I have is the desperate 
need for radical education reform that 
encompasses issues related to quality 
and quantity. I don't see that happen- 
ing in a business-as-usual model. в 
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“The ESO 
opportunity is 
not lost on other 
parts of the 
world. We 
expect to see 
many entrants 
coming into the 
market.” 
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HOMAS L. BERNARDIN IS 

the Chairman and Chief 

Executive Officer of Leo 

Burnett Worldwide, the 

third largest advertising 
agency in the world in terms of 
revenues—$807 million (Rs 3,550.8 
crore) in 2005, according to AdAge— 
and the biggest among the 16 agen- 
cies owned by Publicis Groupe, the 
world’s fourth biggest marketing and 
advertising conglomerate with a pres- 
ence across more than 80 countries 
and $5.11 billion (Rs 22,484 crore) 
in revenues. Bernardin has spent 
three decades in the advertising in- 
dustry and, in this time worked in 
several countries and managed many 
blue-chip brands like Philip Morris, 
Marlboro, Heinz, Amercian Express 
and General Motors. He is credited 
with having played an important 
part in the emergence of Bank of 
America as the us’ first coast-to-coast 
banking network and of Verizon 
Wireless as the country’s biggest 
national wireless service provider 
(from a small regional company 
called Bell Atlantic). Interestingly, 
he has changed jobs only twice in 
these 30 years (he started at McCann 
Erickson in 1976, moved to Bozell 
in the 1990s, then to Leo Burnett in 
2004). “Life was ever-so-challenging 
at these agencies that I never felt 
the need to look out,” is how the 
soft-spoken global boss of the agency 
explains this. 

On his first visit to India, 
Bernardin spoke to BT’s Archna 
Shukla on a range of issues, from 
the role of advertising in today’s 
rather unruly media environment 
and the democratisation of brand 
communication. 


We are told you are a globetrotter who 
has been to China many times. This, 
however, is your first visit to India. 
That's strange, because your own com- 
munity is betting big on this market. 
Were you not quite convinced about the 
India growth story? Or was this because 
of Leo Burnett's not-too-impressive per- 


formance in India? 

I first went to China in 1986 and it 
is true that I have been there many 
times after that. And this, indeed, is 
my first visit to India. Even I find 
this quite strange. I guess it is just a 
coincidence. It is certainly not 
because | underestimated the pot- 
ential of this market. India, for sure, 
is one of the fastest growing adver- 
tising markets in the world. I am 
told last year, while the overall 
advertising business grew around 
6-8 per cent in other global markets, 
India and China grew at between 15 


"INDIA IS A MARKET 
WHERE LOTS OF 
DOLLARS ARE GOING 
TO BE SPENT FOR 
THE FIRST TIME 
EVER. WE ARE QUITE 
FOCUSSED HERE" 





per cent and 18 per cent. India par- 
ticularly is a market where lots of 
dollars are going to be spent for 
the first time ever. This is a market 
of one-billion consumers and a maj- 
ority of them will be making many 
consumption choices for the first 
time in their lives. This is a big opp- 
ortunity for the advertising industry 
and we are quite focussed here. 

I am quite impressed with the 
performance of Leo Burnett India, 
too. We are present in 83 countries 
across the world and India is among 
the top 15 markets for us globally. 


These markets contribute around 
80 per cent to our total revenues. 
Leo Burnett India is making an 
important contribution to our busi- 
ness and we expect it to be among 
our top five to eight agencies soon. 
The agency is doing an excellent 
job serving some of the best multi- 
national clients like Coca Cola, P&G 
and Heinz and some top-notch 
domestic brands. Our team here 
won the maximum number of 
awards at the recently concluded 
Cannes Advertising Festival and that 
says it all about their performance. 

As far as China is concerned, it is, 
indeed, a bigger market. The dif- 
ference between the two markets is 
not in terms of opportunity but in 
the way they have chosen to grow. 
China has a government that has 
decided to grow faster and it has 








nobody to ask how to go about it, 
whereas India is a democracy. Here, 
everyone has a take on every issue. 
So, may be it takes time to evolve a 
consensus and to take things for- 
ward. 1 have some concerns about 
China. One can't be sure of the 
future policies in that market. 
Whereas in India, one can say with 
some surety that it will only grow 
and grow in an open manner. 


Talking about growth, 2004 and 2005 
were considered the years of revival for 
the advertising industry and agencies 
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expected the trend to continue in 
2006 and 2007. Now, there is a 
growing concern that rising interest 
rates and oil prices and geopolitical 
tensions, like the Israel-Hezbollah con- 
flict, might dampen sentiments and 
hurt both, consumer and corporate 
spending. That will, obviously, hurt 
the advertising industry... 
Advertising is the first one to get 
impacted. Corporates tend to cut 
spending in times of uncertainty 
and advertising bucks are usually 
the first casualty. It is true that 
everybody expected the momen- 
tum that was built in the last two to 
three years to keep going and it has 
been good thus far, but the rest of 
the year looks somewhat challeng- 
ing. However, we don’t expect a 
drastic shift in growth. We expect 
the creative business to grow at 
between two and five per cent. 


Isn't that too low? 

I think four to five per cent growth 
is pretty solid. I am not talking 
about the consolidated advertising 
and marketing business. I am talking 
about the creative business and four 
to five per cent is the rate at which 


“TODAY CONSUMERS ARE 
SPOILT FOR CHOICE. THERE 
ARE COUNTLESS BRANDS 
VYING FOR THEIR ATTENTION” 


this segment has been growing in 
the bigger markets in the past two to 
three years. That brings me back 
to India, which we expect to grow 
faster and aid our overall growth. 


You have spent three decades in the 
advertising industry. How has brand 
communication changed in these years? 
Life was much simpler three decades 
ago. Industry was not too compet- 
itive. There were not so many 
brands, nor many media vehicles. 
Today, consumers are spoilt for 
choice. There are countless brands 
vying for their attention. Media, 
on the other hand, has got frag- 
mented and marketers have to work 
doubly hard to be heard and noticed 
and then, bought. 

The positive side of the story, 
however, is that earlier marketers 
had limited choices of reaching con- 
sumers. Today, media proliferation 
has opened many avenues of inter- 
action and brands can communi- 
cate with consumers through 
various channels. 


The rise of new media is also a big 
challenge for the industry. In fact, every 


new technology comes with the 
prediction that it marks the demise of 
traditional advertising. The industry is 
already debating the death of the 
30-second TV commercial... 

Yes, skeptics in the industry have 
been talking about the imminent 
death of television commercials and 
of print taking a beating at the 
hands of the internet. But this hap- 
pens every time some thing new 
comes to the fore. My personal 
take on this issue is that the internet 
and other digital media will become 
increasingly important but they will 
never replace old media. Spends 
on traditional media might come 
down because some bucks would be 
redirected towards new platforms. 
In fact, some of our leading clients 
are spending around 40 to 50 per 
cent on the so-called below-the-line 
initiatives but nobody has discarded 
old media as yet. I guess, in time to 
come, the chasm between the old 
and the new will narrow and then, 
there will be no difference between 
old and new or above-the-line and 
below-the-line. Old media will def- 
initely readjust itself to the changed 
circumstances, like television screen 
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becoming smaller in the form 
of mobile phone screens and 
the like. So while the shape 
and size of the medium will 
change, thereby, changing the 
mechanics of communication, 
the objective of advertising, 
per say, will not change. Good 
advertising will still seek to 
strike a chord with consumers. 


But there is a growing concern 
that technology is overshadowing 
creativity, that medium is 
becoming more powerful than 
the message. 

On the contrary, I feel that 
new media has reinforced the 
need for the idea to be more 
relevant and effective today. 
Today, instead of broadcast- 
ing a general message to a 
mass of consumers, one has to 
communicate with a distinc- 
tive set of consumers with 
certain consumption needs 
and habits. This necessity, and 
conversely the ability, to reach dif- 
ferent sets of consumers has been 
brought about by media prolifera- 
tion. In this backdrop, the idea be- 
ing sold, be it global or local, which 
is yet another debate going on in 
the industry, has to be relevant for 
each set, otherwise it will fall flat, 
thereby, hurting not only the clients 
but also the advertising industry. 
So, creativity is under immense 
pressure today to deliver and in 
my opinion, it is delivering. The 
extension of brand culture across 
the globe only reaffirms this. 


Some recent surveys in the US have 
shown that consumers don’t trust 
advertising anymore. Juxtapose this 
with the new culture of blogging and 
digital communication wherein con- 
sumers are taking the reins of brand 
communication in their hands. What 
does this mean for advertising? 

Indeed, consumers today have a 
much better brand insight. They 
don’t take brands at their face 
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“BRAND COMMUNI- 
CATION IS NOT SOME- 
THING THAT ONLY 

| BRAND MANAGERS 
AND ADVERTISERS 
САМ CONTROL" 


value. They try to make an 
informed choice and there are so 
many avenues they can tap for the 
information they want. Brand com- 
munication is no more a uni-dim- 
ensional phenomenon. So indeed, if 
advertising makes a false brand 
promise, it will only hurt itself. 
The chances of it getting exposed 
are much more today than ever 
before. And since information flow 
today is much faster and more 
spread out, the damage will be 
extensive. Both brands and adver- 
tising have to take cognisance of 








these changed realities. 


So brands and advertising have to 
be more accountable now? 
Absolutely. This is the chal- 
lenge and the beauty of the 
game. Brands have to per- 
form better and be what they 
claim to be. Brand commu- 
nication is not something that 
only brand managers and ad- 
vertisers can control. Today, 
consumers can become both 
brand ambassadors and ad- 
versaries, depending on their 
brand experience. Again, as I 
have been saying, this sce- 
nario has a positive side to 
it too. Democratisation of 
communication also gives 
brands an opportunity to 
interact directly with con- 
sumers, to get into their 
minds and to know directly 
from them what they want. 
Today, there is so much 
information available on the 
internet on consumers' point of 
view on products and services. If 
analysed well, this can give adver- 
tisers and marketers excellent 
insights into consumer psychology. 
Leo Burnett has, in fact, a team 
working on this front already. 


Lastly, any particular reason behind 
your India visit. We have heard you 
are looking for some acquisitions 
in India... 

We always keep looking for 
opportunities. We would defi- 
nitely like to strengthen our be- 
low-the-line business in India. 
That's the reason we acquired 
Solutions, a Delhi-based marketing 
outfit, last year. Research is an- 
other area of focus. We intend to 
invest, either in terms of acquisi- 
tion of an independent outfit or of 
new research tools, a good deal on 
this front. But overall, I am happy 
with the way India business is 
progressing and I promise to visit 
India quite often now. a 
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They're Still Standing 


some newly-launched IPOs have bucked the bear 


market to emerge winners. Are they worth a buy today? 
ANAND ADHIKARI 


HEN SOMETIME LAST 

December, the 

world was busy 

buying perfumes 

and tiepins to give 
away as Christmas gifts, one young 
man in New Delhi was gifting him- 
self and his family a key to great ret- 
urns, Educomp Solutions had just 
launched its initial public offer (РО) 
at Rs 125 per share, and 32-year-old 
finance professional Rahul Yadav 
spent Rs 6,250 to pick up 50 shares. 
Today, his investment is valued at 
about Rs 18,750 (current market 
price: Rs 375), and it’s one 
Christmas gift that nobody is 
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exchanging at the neighbourhood 
supermarket. 

At the time, most investors did 
not have too many expectations 
from this e-learning solutions 
provider, and Educomp was lucky 
to have tapped the market when it 
was still booming. The market was 
climbing steadily and established 
names like Reliance Petroleum, Sun 
IV and M&M Financial Services were 
readying to take the plunge. 

Although nobody knew much 
about Educomp, especially since it 
was the first in its business segment 
to be listed, savvy investors like 
Yadav liked the business model of 


this small company (market cap: 
Rs 600 crore) and backed the dark 
horse. Today, they are laughing 
their way to the bank. In fact, 
Yadav's Educomp investment was 
worth Rs 23,300 in early May this 
year, when the stock price sky- 
rocketed to its all-time high of Rs 
466 per share. 

They say a falling market is the 
true test of any company at the 
bourses, and there is little doubt 
that Educomp has passed the test. It 
is today the best performing of the 
IPOs launched around that time, 
with returns of about 200 per cent 
despite the 15 per cent fall in the В$Е 


Sensex from its May 11 high of 
12,671 points. 

On the one hand, you have sev- 
eral investors mourning heavy losses, 
as many recently listed high-profile 
IPOs trade below their offer prices. 
On the other hand, there are new 
issues like Educomp that have rew- 
arded investors handsomely. Says 
Yadav: “Educomp will see explosive 
growth in the next two to three 
years.” Which are the other IPOs of 
this ilk? Bombay Rayon, Gateway 
Distriparks and Shree Renuka 
Sugars are some that have given 
more than 100 per cent returns to 
investors since listing (see Beating 
The Street). “The fact that these 
1РО$ have held on to their gains 
since listing reflects market accept- 
ance,” says $. Swaminathan, 
National Head (Mutual Funds), IDBI 
Capital Market Services. 

And what is it about these com- 
panies that generates this confi- 
dence in the market? Well, most 
of them have unique business mod- 
els and all have turned in impecca- 
ble corporate performances. Here is 
a closer look at five such gems that 
have beaten the odds comprehen- 
sively to emerge unscathed, and 
why they continue to look like hot 
buys today (see Peaks & Troughs). 


Educomp Solutions 

Promoted by husband and wife team 
Shantanu Prakash (пм, Ahmedabad) 
and Anjalee Prakash (PhD in edu- 
cation), Educomp Solutions pro- 
vides digital learning content and 
IT education for schools. Educomp's 
offer price of Rs 125 supported a 
P-E of 5.29, and today it trades at 
70.88 times its trailing FY 05-06 
earnings. Earnings and profits have 
practically doubled for the year 
ended March 2006 (year-on-year), 
and Goldman Sachs and Morgan 
Stanley have each just bought 3 per 
cent stakes in the company. 


Shree Renuka Sugars 
From an offer price of Rs 285, the 


Beating The Street 


These recently listed IPOs have risen hard in a falling market. 







INDUSTRY 















Gateway Distriparks 0 Logistics 72 151 10 
Shree Renuka н Sugar 285 668 134 
Bombay Rayon Textile 10 165 136 
Everest Kanto High pressure 160 348 117 
E cylinders j - 
Educomp Solutions | Digital education 125 375 | 200 
solutions 
*As on Aug. 2 Source: NSE 


By The Wayside 


IPOs that hit the market closer to the May crash have been far less lucky. 


GVK Power & Infrastructure 


Emkay Share & Stock Brokers 

Uttam Sugars 340 | 130 62 

Unity Infra Projects 675 | 338 50 
Deccan Aviation 148 76 49 

*hs on Aug, 2 Source: NSE 


New And Improved 


NE STRIKING FEATURE OF THE INDIAN CAPITAL MARKET IN THE LAST YEAR AND A HALF 

has been the ability of a fairly large cross-section of businesses to raise money 
from the public. The number of new and unusual sectors that now tap the pub- 
lic for investment has risen sharply. 

Media, for instance, had a lot of listed companies but recently the totally new 
sub-segment of multiplexes has 
hit the limelight with compa- 
nies like Shringar Cinemas, PVR, 
and Inox Leisure going public. 
Aviation is another new entrant, 
with Jet Airways and Air Deccan 
the prominent listed entities. 

This trend is expected to 
continue, with more emerging 
S TU. and novel businesses getting set 

Habib's: Dressing for an IPO to take advantage of the liquid- 
ity splashing around. Odyssey, the bookshop chain, Habib's, the trendy hairdresser, 
and Renaissance Jewellery are just some of the new companies that have filed 
IPO applications. "It really is an indication of the maturity of the capital market," 
says a merchant banker. The market is likely to take a while to understand how 
some of these new sectors operate and investors, therefore, could take a while 


to understand valuations. The bottomline, as always, will be caution. 
KRISHNA GOPALAN 
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GRAPHICS BY PINAKI PAUL 


Peaks And Troughs 


Solid performance has pushed up the earnings 


per share in most cases despite equity expansion. 


EDUCOMP SOLUTIONS 
6745 119.93 347.42 


-10.7 





Sales Net profit Equity base EPS 
SHREE RENUKA SUGARS* 
34 84 33.4 21.66 
5 





Sales Net profit Equity base EPS 
BOMBAY RAYON FASHIONS 
88.67 1574 — 50 -3910 
1 
m 48 
32 

18 

1 157481 
Sales Net profit Equity base ЕРЅ 
GATEWAY DISTRIPARKS 


share now quotes at around Rs 668 
—that translates into a 134 per cent 
return in roughly eight months since 
listing. Profits are climbing nicely, 
and things are looking really sweet 
for this integrated sugar company. 
With its attention also turned tow- 
ards power generation and ethanol 
production, the future looks good. 
“The company has benefited from 
the upturn in sugar prices,” says S. 
Ramesh, Executive Director, Kotak 
Mahindra Capital. Analysts say the 
company’s performance has been 
above investor expectations. Says 
Vikram Sheth, Senior Vice- 
President, Edelweiss Capital: “The 
management has been able to 
demonstrate a well-differentiated 
business model and this has kept 
up the scrip’s momentum.” One 
caveat: experts say its sugar trading 
revenues could be under pressure 
following the government policy 
on sugar. 


Bombay Rayon 

Poised to become India’s largest 
maker and exporter of fashion label 
shirts after a major capacity expan- 
sion, Bombay Rayon Fashions has a 
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Sales Net profit Equity base EPS 


EVEREST KANTO CYLINDERS 
8030 13571 4683 104.78 





Sales Net profit Equity base 


EPS 


= March '05 wmm March '06 mm % Change 
Figures in Rs crore, except equity base in crore and EPS 
in Rs per share enn e 
year is end-September Source: BS 
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Е PROMISED SLEW OF IPOS FROM 
public sector units (PSUs) has 
just not happened. Six names come 
to mind—Power Finance 
Corporation, National Minerals 
Development Corporation, Bharat 
Earth Movers, Rural Electrification 
Corporation, Power Grid Corporation 


and National Hydroelectric 


мунлы ee UT LESE ANF INET 


global client list that includes C&A, 
DKNY, Liz Claiborne, Wrangler, 
Tom Tailor and Guess. An UTI 
Securities report says: The greatest 
asset backing the (company’s) high 
valuations is its foray into garment 
manufacturing and capacity addi- 
tions that would result in a distinct 
shift in its business mix. Profits have 
more than doubled for March 2006 
(year-on-year), and investor returns 
are about 136 per cent since it listed 
in December 2005. At current 
prices, the stock trades at about 20 
times its FY 2006-07E earnings. 


Gateway Distriparks 

For fiscal 2005-06, Gateway 
Distripark’s Eps has jumped to Rs 
9.07 from Rs 5.38 last fiscal. Net 
profits for this port-related logistics 
services provider have doubled in 
March 2005-06 over the previous 
financial year, while the share has 
climbed more than 100 per cent 
since listing last September. “The 
promoters of Gateway Distriparks 
took reasonable care to price the is- 
sue keeping investor interests in 
mind,” says Kotak Capital’s 
Ramesh. With Gateway now show- 





PSUs: Going slow on divestment 


Corporation. On the face of it, the govemment seems in no hurry. With the Neyveli 
Lignite disinvestment running into rough weather, the whole issue seems to have 
been put on the backbumer. “It appears that there is now status quo on PSU IPOs. 
If the government can convince the Left, it might go through but the market 
remains sceptical,” says Amit Rathi, Director, Anand Rathi Securities. The 
Maruti disinvestment seemed a key trigger but the government did not capitalise 
on the positive sentiment that reigned immediately after. The worry: each delay 
probably reduces the ability of the PSUs to raise money at high valuations. 


KRISHNA GOPALAN 


-New Fund Offer (NFO) now open. Unit at Rs. 10/- each. 
NFO closes on 18th August 2006. 




















Invest in India's growth potential 


India's economy and many sectors in it show growth potential. 
The Tata Capital Builder Fund aims to invest in these growth-oriented 


companies. Here is your opportunity TATA — 
to build your capital along with India's CAPITAL BUILDER 


growth potential. FUND 


{ 





бопе Аррана 
he amore 


GEMENT LTD. Trustee: Tata Trustee Company Pvt Lid. Sponsum and Getler: Tats Sons 

rket risks and there сап be nb assurance aad no quarented: that the Sehere wil 

scheme may go up or down depending upon the factors and Коно affecting ihe 

capital market, Past performance of the previous schemes, guarantee the future performance of the previous schemes, Tute Capua 
Bullder Fund is only the name of the scheme and does not in any manner indicate either the quality of the scheme, its future prospects ог retumis. The sponsors dre not responsible or Дайе fnt any nas 
resulting from the operations of the scheme beyond the initial contribution of Re. 1 ide made by them towards setting up the Mutual Fund. For scheme ресс бек factors and other detalle please read 
the offer document carefully before investing. For offer document and application form, please contact your nearest. АМС Offices. Lowe TAR 460 2517 BT 
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Reading The Spin 





HERE IS LITTLE CHANCE THAT THE 
y pec investor is unaware of the 
existence of a company named DLF 
Universal or its plans for an initial pub- 
lic offer (IPO). Although DLF's offer 
document is yet to get the go-ahead 
from SEBI (Securities & Exchange 
Board of India), the static around the is- 
sue continues. It is touted as the largest 
public offering ever, at dizzy valua- 
tions: a 10 per cent dilution is expected 
to generate Rs 13,500 crore, which 
would place the company's valuation at 
a mammoth Rs 1,35,000 crore. Then 
there's the endless flow of news reports 
and high-voltage advertising. 

Strictly speaking, after filing the 
offer document, companies are sup- 
posed to go into silent mode until 
the actually listing—a rule followed 
mostly in the breach. Now, SEBI 
Chairman M. Damodaran has an- 
nounced the need for stricter regula- 
tions to enforce this rule. 

Obviously, pre-IPO hype could mis- 
lead unwary investors and needs to 
be curbed. Some months ago, Prime 
Focus, a low-profile post-production 
company, announced a public issue 
and immediately went into overdrive. 
Suddenly everybody knew that Anil 


ing interest in plying its own con- 
tainer trains, additional revenues 
are expected to flow in, which 
could justify its valuations. It is 
trading at about 13 times its FY 
2006-07E earnings. 


Everest Kanto 
With an 80 per cent share of the 
Indian market, Everest Kanto 





DLF IPO: Dizzy valuations 


Ambani and Rakesh Jhunjhunwala 
were stakeholders, and company ads 
were splashed everywhere. The IPO 
was over-subscribed 1.34 times, but 
from an offer price of Rs 417, the 
stock today quotes at around Rs 325. 
The GVK Power & Infrastructure IPO 
also got a lot of attention and was 
over-subscribed 25.57 times. From 


The Road Ahead 





VYHIW NVAIA 


an offer price of Rs 315, it now quotes 
in the Rs 145 band. 

How should investors handle hype? 
First, as J. Niranjan, Head (Investment 
Banking), ICICI Securities, points out, in- 
vesting in the primary market is not a 
zero-risk transaction. Investments here 
are as risk-prone as those in the sec- 
ondary market. Investors should learn 
to recognise that hype is hardly a 
barometer to an IPO's success. 
"Investors often do not take a call on the 
company, they take a call on the issue," 
says Niranjan. Confusing a good PR job 
with healthy fundamentals is obviously 
fraught with danger. The primary mar- 
ket needs as much research as the 
secondary market does. You need to 
analyse the industry, the company's 
prospects, market, competition and 
past performance. "The investor also 
has to look for cues like the merchant 
banker's reputation and the track record 
of the promoters,” says Sanjay Sharma, 
Head (Equity Origination & Capital 
Markets), DSP Merrill Lynch. While 
SEBI's proposal for IPO ratings is one 
answer, there is really nothing to beat 
old-fashioned research when it comes 
to the equity market. 

KRISHNA GOPALAN 


and it plans to enter the Chinese 
market with a 500,000 units p.a. 
plant. Earnings per share have dou- 
bled from Rs 11.30 last fiscal to Rs 
24.37 for 2005-06. 

The prices of these iPOs today 
reflect the overall shaky market, 
presenting a downside that sim- 
ply asks to be exploited. Especially 
since the potential of these stocks 


z = P-E (FY.05-06) ша P-E (FY 06-07E) É 4 
makes high-pressure, seamless gas Figures are based on August 2 stock prices to climb in a strong market seems 
cylinders for industrial, automo- eae gine unmistakeable. “Even the stocks 
tive and medical use. “It is the sec- Stock Brokers. Kanto’s global ex- that are quoting above their offer 
ond largest player in high pressure pansion plans are expected to help price are far below their peak lev- 


cylinders in the world after Faber 
Industries SpA, Italy (7.5 lakh 
units),” says Ajay Parmar, Head 
(Ideas Research), Emkay Share & 


els,” points out Sheth. There is 
definitely enough value to tap in 
these recently listed stocks, if you 
can wait for long-term returns. 


it de-risk significantly. Its Dubai 
capacity, for instance, is expected 
to increase from 96,000 gas cylin- 
ders per annum to 200,000 p.a., 
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Say NO to distributors, panic and stress! 


Freedom from distributors. We do not use distributors to “sell” our funds. We save you money by 
eliminating the distribution commissions and minimizing other expenses. 


©) Freedom from panic. We aim to keep you safe from market volatility. We remain steady with our 
disciplined research and investment process, including remaining in cash, even in turbulent times. 


Freedom from stress. We believe that you should not be stressed out trying to make short term gains. 
We remain focused on the long term preservation and growth of your capital. 


Happy Independence Day! 


To find out how the low-cost Quantum Long Term Equity Fund gives you freedom in many ways, please 
log on to www.QuantumAMC.com. 








No entry load 
Systematic Investment Plan option * Choice of Growth Plan or Dividend Plan. 








Forms available ONLY at 


www.QuantumAMC.com 


3863 
(BSNL / MTNL) Call: 1-800-22- уругу 


Or Call: 022-2282-9414 


Warning: Quantum Long Term Equity Fund is ideal for long term value investors. It is not for investors looking to make short term gains. 
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QUANTUM 


MUTUAL FUND 
Profit with Process 














Quantum Asset Management Co. Pvt. Ltd., Regent Chambers, #107, 1st Floor, Nariman Point, Mumbai 400 021, India. 
Tel: 91-22-2287 5923 • Fax: 91-22-2285 4318 • E-mail: Info@QuantumAMC.com • Website: www.QuantumAMC.com 


Investment Objective: The scheme's investment objective is to achieve long-term capital appreciation. Asset Allocation: The scheme will primarily 
investin Equity and Equity related securities, but may invest in money market instruments to meet liquidity needs. Terms of Issue: The scheme is an open- 
ended Equity Scheme offering Growth and Dividend Plans. The units are available at the applicable NAV, subject to applicable load, on all business days . 
Entry Load: Nil. Exit Load: On redemption/switchout within 6 months of allotment - 4%, after 6 months but within 12 months - 3%, after 12 months but 
within 18 months - 2%, after 18 months but within 24 months - 1%, after 24 months - Nil. Statutory Details: Quantum Mutual Fund (the Fund) has been 
constituted as a Trust under the Indian Trusts Act, 1882. Sponsors: Quantum Advisors Private Limited (liability of Sponsor limited to Rs. 1,00,000/-). 
Trustee: Quantum Trustee Company Private Limited. Investment Manager: Quantum Asset Management Company Private Limited (AMC). The Sponsor, 
Trustee and the Investment Manager are incorporated under the Companies Act, 1956. Risk Factors: investments in mutual funds are subject to market 
risks including uncertainity of dividend distributions and the NAV of the scheme may go up or down depending upon the factors and forces affecting the 
securities markets and there is no assurance or guarantee that the objectives of the scheme will be achieved. The past performance of the Sponsor has no 
bearing on the expected performance of the scheme. Quantum Long Term Equity Fund is the name of the scheme and does not in any manner indicate 
either the quality of the Scheme, its future prospects or returns. Scheme specific risk: The scheme is the first equity scheme launched by the AMC. The 
AMC has no previous experience in managing equity schemes. Equity and Equity-related instruments are by nature volatile and prone to price 
fluctuations due to both macro and micro factors. Trading volumes, settlement periods, transfer procedures and investments in unlisted securities may 
restrict liquidity of these investments. Please read the Offer Document before investing. Offer Document/Key Information Memorandum/Application 
Form available atthe QuantumAMC Office. Maxigen/BT/682 
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From The Horse’s Mouth 


With the market still at its volatile best, what do portfolio management 
services advise their clients today? SHALINI S. DAGAR 


inues to see-saw in wild aban- 
don; Fed chief Ben Bernanke 
and our own ‘Yaga’ Reddy are busy 
raising interest rates; and the num- 
ber of investment avenues capable of 
generating good returns are declin- 
ing. At this time, where are the rich 
and super-rich investing their 
money? While experts are quick to 
point out the absence of readymade 
solutions even for the rich, it is 
worth finding out what portfolio 
management services (PMS) advise 
their high net worth (HNI) clients 
today. After all, for the sophisticated 
and savvy investor, the game never 
changes, just the game plan. 
“For the discerning investor, 
equity continues to be good invest- 


S O, THE EQUITY MARKET CONT- 





BHASKAR PUAL 
INVASOD HSawNn 





ment," says Nikhil Kapadia, SONU BHASIN ABHAY AIMA 
Managing Director (Private Wealth Senior Vice President/ UTI Bank Head (Private Banking & Equities)/ HDFC Bank 
Management), Deutsche Bank. The «ра Estate investment Trusts “Investment decisions have to be 


rationale? The Indian growth story allow realty investments without based not i 
зару! е just on best returns 
remains intact, despite volatility. и lua a significant but also the time an investor has 


Economic growth is forecast in the : 7 х خم ی‎ 
7-8 per cent range over the near  30Vantage for investors for portfolio monitoring’ 


future, and corporate earnings are 
expected to grow at over 15-16 per Market Outlook 
cent. “Corporate earnings for the 
first quarter of 2006-07 continue to 
show signs of robustness,” says 
Kapadia. Equity clearly remains a 





@ The US Fed rate is expected to be close to peaking. If inflation does not 
recede, there may be some more rate hikes. This could pressurise rates 


strong long-term play: stay invested globally, including in India 

for three to five years to see your 

money grow. @ The India story remains intact. Economic growth is forecast in the 7-8 per cent 
range, and corporate earnings are expected to grow at over 15-16 per cent 

Capital Protection € The Sensex now trades at a reasonable 14 times (10,876 points) one-year 

The wealthy are willing to partici- forward earnings, compared to the April 2006 high of 17 times 


рип тт Er owth si ry» s pn € Given the overall outlook, large-caps continue to be safer than mid- and 
putting their capital at risk. Wit small-caps, at least over the short and medium term. However, select mid- 
interest rates headed up, conven- caps that exhibit high earnings growth could be considered 

tional debt products are again in the 


limelight. Taking a cue from the 
Us Federal Reserve’s repeated rate 
hikes, the Reserve Bank of India ө With interest rates headed up, conventional debt products again come into 
has also hiked short-term rates, their own as safe avenues 


@ Sectors driven by domestic demand (auto, capital goods, cement, FMCG) 
continue to be safe bets 
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NIKHIL KAPADIA 
MD (Private Wealth Management)/ Deutsche Bank 


“For the discerning investor, equity 
continues to be a good investment 
option, but planning and strategy 
must be carefully worked out” 


Showing The Way 


While portfolios depend strongly on individual risk appetite, here is a 
broad picture of what advisors are saying today. 






ASSET CLASS 


asset classes 


Source: Market 


with the repo rate now at 7 per 
cent and the reverse repo rate at 6 
per cent. PMS managers point out 
that fixed maturity plans (FMPs), 
with 8-9 per cent returns over a 
one-year horizon, look good now. 
There is no risk of capital erosion 
or mark-to-market risk, and often 
the possibility of double indexa- 
tion benefits. 

Bank fixed deposits are also back 
in favour, with cash-strapped banks 
offering attractive rates: ICICI Bank 
has announced 8 per cent for 


Fixed maturity plans from mutual funds 
Large-caps, select mid-caps 

Direct investment, commercial realty, real estate-oriented VC funds 

. Direct investment, commodity funds 

Futures & options; art funds; structured, hybrid products in conventional 





ANUP BAGCHI 
General Manager/ ICICI Bank 


“Portfolio allocations have to be 
based on risk profiling with the 
client’s cash flow needs and time 
horizons taken into account” 


SUGGESTED INVESTMENT VEHICLE 


390-day deposits, while Kotak 
Mahindra Bank has a Monsoon 
Mania plan that offers 8 per cent on 
290-day term deposits. 

Though the Reserve Bank of 
India is somewhat unhappy with 
the pace at which realty is soaking 
up liquidity, this asset class remains 
a safe haven for the moneyed during 
uncertain times. Now, with SEBI 
(Securities & Exchange Board of 
India) approving Real Estate 
Investment Trusts (REITs), the avenue 
is poised to expand further. 


Ivüd чүзүн 


“Usually, HNis invest in real estate 
through leveraged funds. The pro- 
posed REITs will allow investment 
without leverage, which will be a 
significant advantage,” says Sonu 
Bhasin, Senior Vice President 
(Wealth Management & Retail 
Banking), UTI Bank. 

In commodities, gold and sil- 
ver are clearly popular among pre- 
cious metals. “We have been 
advising a reasonable exposure to 
bullion as the metal is in a secular 
bull market,” said К. Rama- 
chandran, Head (Advisory Desk, 
Private Banking), BNP Paribas. The 
more adventurous among the HNIS 
are also exploring futures and 
options, while art too gains favour. 
However, as Ramachandran says: 
“It is not yet clear how value 
accretion will happen in art.” 
Although these newer asset classes 
are beginning to evolve, the over- 
whelming bulk of HNI investment 
continues in debt and equity. 

As the market matures, safety 
of capital with equity-like returns 
is fast becoming the common 
refrain. In response, wealth man- 
agers have plans to launch some 
sophisticated, structured products 
like the close-ended scheme from 
Prudential ICICI that ensures capi- 
tal preservation while capturing 
the upside of equity. 

Tracking, however, remains the 
chief concern. Says Abhay Aima, 
Head (Private Banking & Equities), 
HDFC Bank: “You have to take 
portfolio decisions based not just 
on best returns but also on the 
time investors have to monitor 
portfolios.” A point that Anup 
Bagchi, General Manager, ICICI 
Bank, reiterates when he says 
allocations must be based on risk 
profiling: “You must consider 
estimated cash flows and invest- 
ment horizons first." 

Ultimately, there is no one-size- 
fits-all strategy to making money, 
but what better place to get tips 
than from the wealthy? 
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NEWS ROUND-UP 


The Return Of Offshoring 


With IT spending inching up in the West, mid-cap infotech companies can 
look forward to good times ahead. AMIT MUKHERJEE 


CCORDING TO RECENT REPORTS, 
Atte average corporate IT spend- 
ing in 2006 across all industry sec- 
tors in the Us and Canada rose to 
2 per cent of revenues. This can 
mean only one thing for Indian rr 
services companies: there's money 
to be made. 

The 17th annual Computer 
Economics rr Spending and Staffing 
study suggests that the median 
growth in IT spending on a dollar 
basis is 4.1 per cent, outpacing the 
2005 us GDP growth rate of 3.5 
per cent. This is the highest since 
1997, when companies were gear- 
ing up for Y2K. 

The effects are already being 
felt, as several glowing quarterly 
results from the IT sector show. 
iGate Global Solutions, the first 
mid-cap rr company to announce Q1 
2006-07 results, has posted a 23 
per cent growth in revenues to 
Rs 181.6 crore. Patni Computers 
has announced a 31.6 per cent 
increase in revenues for Q2 CY2006. 
"Patni added 23 new clients in this 
quarter," says Surjeet Singh, CFO, 

Analysts point out that com- 
pared to the faltering bottomlines 
that many mid-cap companies suf- 





Good times ahead: For companies like Sasken (above) 
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fered last year, earnings growth this 
year is expected to be much higher 
and more stable. Though margins 
may not be as high as that of star rr 
firms, the stronger among the mid- 
caps are expected to grow revenues 
by around 20 per cent. Operating 
margins are projected at 17-19 per 
cent vis-à-vis 25 per cent for the 
large-caps. IT is coming back into 
play, says Ravi Sardana, Senior Vice 
President, ICICI Securities, and “mid- 
cap companies are faring better 
than ever before”. The fact that the 
rupee has depreciated by about 2.4 
per cent in the first quarter of the 
fiscal has contributed significantly to 
this growth. 

However, mid-cap companies 
cannot hike billing rates because of 
wage inflation pressures. “The chal- 
lenge will be to rope in the best tal- 
ent and crack big accounts, But 
the sector looks promising and val- 
uations are attractive,” says a 
Morgan Stanley reseafch analyst. 
“Mid-cap firms now need to spe- 
cialise in specific verticals or hori- 
zontals, and restrict themselves to 
niche areas,” he adds. Basically, 
these companies cannot afford to 
spread their footprint like their 








*April-June 2006 
#FY 06-07E earnings 


= Climbing Again 


big brothers. 

For the big boys in IT, times 
could not be better. “The year has 
definitely seen a surge in global 
demand for service providers like 
HCL,” says Anant Gupta, COO, HCL 
Infrastructure Services Division. He 
points out that the surge was trig- 
gered by factors like the expansion 
of the capability portfolio of Indian 
firms, which has generated a lot of 
traction in the global market. 

“New geographies have opened 
up in a big way in recent years, and 
we have seen demand accelerate,” 
adds Gupta. European companies 
seem to be finally taking the plunge 
when it comes to large-scale 
offshoring. With proven expertise 
and impressive case-study refer- 
ences now having built up, the 
Indian outsourcing story is possi- 
bly entering a new phase of growth. 

Mid-cap IT companies are 
expected to sustain the 20 per cent 
growth rate for at least the next 
опе to two years. “Those compa- 
nies that showed good growth last 
fiscal will continue to show growth 
in the next two years,” says Manoj 
Shroff, a research analyst with 
Parag Parikh Securities. 
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What's On Their Mind? 


There's more than investor concern behind the 
new love for close-ended funds. 


IN THE THREE MONTHS SINCE APRIL 2006, SIX OF 10 NEW 
fund offers that tapped the market have been close-ended 
funds. Of these, five are equity funds—Standard Chartered 
Enterprise Equity Fund, Tata Equity Management Fund, 
Tata Capital Builder Fund, ING Vysya CUB Fund and 
Birla Long Term Advantage Fund—while Kotak AMC 
launched a close-ended debt fund. The sudden shower 
of close-ended funds in the market comes soon after SEBI 
(Securities & Exchange Board of India) came out with 
guidelines for the rationalisation of initial issue expenses 


A Clear Trend 


FUN 





Close-ended 


Close-ended Г 
Close-ended Мау 15, '06 
Open-ended | June 1, '06 


Open-ended June 9, 06 
Open-ended July 10, '06 
Close-ended ^ July 18, '06 
Open-ended | July 24, '06 
Close-ended July 25, '06 
B [4 tage Close-ended Aug. 7, '06 
Source: Valueresearchonline.com 
in April 2006. 


Most market-watchers point out that fund houses 
are taking advantage of a SEBI provision that allows 
close-ended funds (unlike open-ended ones) to amor- 
tise up to 6 per cent of their initial issue expenses over 
the tenure of the scheme. Fund houses, of course, dis- 
agree. They say the close-ended structure gives the fund 
manager more flexibility to invest in non-liquid but 
potentially strong stocks. Says Ved Prakash Chaturvedi, 
Managing Director, Tata AMC: “The intention is to 
ensure a stable corpus and give flexibility to the fund 
manager to invest in upcoming businesses without 
thinking about redemption pressures.” 

While this is true, with the amortisation option 
now shut for open-ended funds, fund houses are obvi- 
ously counting pennies. Open-ended schemes have to 
meet fund expenses from the entry load (2.25 per 
cent), and not through initial issue expenses. Yes, 
close-ended funds give fund managers more time to con- 
solidate investments but other concerns are also obvi- 
ously at play here. 

MAHESH NAYAK 


SMARTBYTES 


Window Of Opportunity 


NOW, YOU CAN LINK YOUR UNIT-LINKED INSURANCE PLANS 
(ULIPs) more closely to the market. The new IRDA 
(Insurance Regulatory and Development Authority) 
guidelines for ULIPs, which came into effect from July 1, 
2006, include a provision that allows ULIP-holders a 
chance to switch their investments up to 45 minutes after 
the close of market. The idea is to standardise the net 
asset value of ULIP units but smart players can use the 
time to switch allocations, especially in volatile markets. 
Insurance companies give policyholders four free (and 
unlimited paid) switches a year but few take advantage 
of it. ICICI Pru Life Insurance, for instance, reports that 
less than 1 per cent of its ULIP-holders switch between 
assets; those that do, switch once a year. “The facility 
allows flexibility, letting policyholders adjust their asset 
allocations at will,” says Puneet Nanda, CIO, ICICI Pru. 

MAHESH NAYAK 


Premium Worries 





Come January: And motor insurance will be detariffed 


WITH IRDA (INSURANCE REGULATORY AND DEVELOPMENT 
Authority) now doing away with the threatened cap on 
premiums, the rules of the detariff regime are getting 
clearer. And despite media reports to the contrary, 
motor insurance is to be detariffed along with the rest 
come January. This means premium prices can now go 
anywhere, though moving south seems unlikely given that 
insurers will fight to protect margins. However, says 
C.S. Rao, Chairman, IRDA: “Competition among com- 
panies will ensure reasonable pricing.” That may not be 
the case. Private insurers’ entry into motor insurance will 
see prices zooming since they see this as a high-risk 
space, and health cover tariffs will also increase. Burglary 
and fire covers may get cheaper but this benefits indi- 
viduals the least. 

NITYA VARADARAJAN 
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Flying High 
New financing options promise to make life easy 
for students going overseas. NITYA VARADARAJAN 


О YOU'VE GOT ADMISSION TO 
S an Ivy League college, you’ve 
got aid; you’ve even got the 
visa. But before you start packing 
your bags and planning those frat 
parties, remember, you've still got 
to buy your air ticket. And you 
need to get insurance and foreign 
exchange for sundry expenses. All 
this, without bankrupting your 
parents. Time was when you had 
to run around madly from pillar to 
post, from travel agent to bank. 
But now, thanks to travel agen- 
cies and banks tapping the stu- 
dent market, you can get easy 
terms on tickets and insurance, as 
well as other value-added serv- 
ices—often under one roof. 
Under a new scheme, Parry 
Travels offers tickets, insurance 
and forex at a single window, as 
well as loans of up to Rs 3 lakh to 
pay for them. The 18 per cent 
diminishing interest loan can be 
paid off in 12-36 equated monthly 
installments. No security is taken 
for the loan, but there is a 2 per 
cent processing charge. 
Thomas Cook has also launched 
a scheme for students, valid till 
September 30. The University 
2Home City loan, in partnership 
with Lufthansa and Lonely Planet, is 
available to students who buy air 
tickets, take foreign exchange for 


A Lending Hand 


$1,500 (Rs 70,500) or more, and 
buy Tata AiG's ScholarCare insur- 
ance plan. Thomas Cook helps 
arrange a loan from State Bank or 
Uri Bank to pay for this. 

Both Parry Travels and Thomas 
Cook also offer student counselling. 


How To Decide 

Parry Travels has the advantage, 
since its offer is valid through the 
year while the Thomas Cook 
scheme is time-bound. Apart from 
competitive airfares, Parry Travels 
also offers a good insurance plan 
through Cholamandalam Ms. 
Coverage is door-to-door, and the 
policy covers nervous disorders, 
drug abuse, alcoholism, pregnancy, 
child care benefits and sports 
injury. All benefits are available 
through the year and the maxi- 
mum sum insured is $250,000 
(Rs 1.18 crore approx.). 

Thomas Cook, on the other 
hand, offers a more limited cover 
through Tata AIG. Medical benefits 
are limited to the first 90 days of 
policy duration, though other ben- 
efits such as personal accident, 
emergency medical evacuation, 
etc. are valid for one year. The 
maximum sum insured is 
$200,000 (Rs 94 lakh). 

However, if you don’t mind a 
little running around, you could 


Special student schemes are expensive but more convenient since they 


offer turnkey solutions. 





PRODUCT TENURE 


(YRS) 






INSURANCE TIE-UP 










Cholamandalam MS 


75 7 ll Tata-AIG General Insurance 
75 7 тыы National Insurance 
*2 per cent processing fee ^ Tie-ups with SBI and UTI Bank ** 1 per cent refund for regular repayments 
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Life's good: For students going abroad 


consider taking a loan directly from 
a public sector bank. These loans 
come at 11 per cent diminishing 
interest and, according to RBI norms, 
education loans of under Rs 7.5 
lakh can be taken with no collateral 
or security. 

Banks are also trying to woo 
students with special offers. For 
instance, if you take a loan from 
Bank of Baroda, you get a reduc- 
tion of 1 per cent in interest at 
the end of the tenure if your repa- 
yments have been prompt. The 
loan can be taken to cover the cost 
of travel, insurance and the like, 
says Mukund Hari Jachak, Head 
(Sales), Bank of Baroda. 

It makes sense to opt for a 
bank loan, as the interest rates are 
far lower than those offered by 
travel agents through private 
banks. And unlike in the past, 
when a loan took forever to be 
sanctioned, today you can get your 
loan approved in 24-48 hours if all 
the documents are in place. 

If you don't mind the extra 
effort, you'll end up saving a packet 
if you opt for a loan from a public 
sector bank but for the convenience 
of a single window and no running 
around, products like the one from 
Parry Travels score high. 


bt money 


Low Fares, 


High Price 


Cheap flights are costly 
when it comes to the 
hassles. Are they worth 
the trouble? 

KUSHAN MITRA 


ITH AIRFARES CRASHING, 
Mumbai-based insurance 
agent Sanjay Rao (name 


changed) decided to take a flight 
to Hyderabad to visit his parents. 
He booked his Air Deccan ticket 
more than a month in advance and 
paid Rs 2,000-plus—a tad more 
than the price of a 2-tier AC train 
ticket. But when the flight was 
delayed by over six hours, Rao was 


soon regretting his decision to 3 


eschew land travel. He lost his tem- 
per and had a flaming row with 
the ground staff. Explaining his out- 
burst, Rao says: “It’s the principle of 
the thing; the airline doesn’t inform 
us of delays. Also, all its flights to 
other destinations were taking off, 
so why were we the only ones 
stuck?” Of course, making bad mat- 
ters worse, budget airlines do not 
serve food or water or do the other 
little things that soothe frayed travel 
nerves. So, there you are: cheap 
ticket, yes, but endless delays and 
nobody spoiling you either. 

Air Deccan possibly faces the 
most flak on this front; it cancels 
eight to 10 flights almost every day. 
But, says Managing Director 
Captain G.R. Gopinath: “The prob- 
lem is two-sided. Yes, there are 
problems on our side, but there is 
also a lack of awareness among pas- 
sengers. Just because your flight is 
delayed or cancelled does not give 
you the right to damage property or 
block the passage of other trav- 
ellers. You don’t protest when a 





HEMANT CHAWLA 


Budget airlines: Making you sweat the small stuff 


Crash The Barriers 





T'S NOT JUST ABOUT GETTING A MEAL ON BOARD. IN CASE OF DELAYS, FULL-SERVICE CARRIERS 

don't leave you to fend for yourself or, for instance, they won't charge extra for a 
wheelchair. So, trying to fly cheap on a regular airline does make sense. Getting these 
deals could be easy across most major metro routes but on more lightly served but 
popular routes (such as Mumbai-Aurangabad), and during peak travel season 
(October-November), getting discount fares on full-service carriers is nearly impossible. 
Here are a few pointers: 


@ If you book your ticket very close to the date of travel, the really cheap seats 
on the low-cost carriers will usually be over. This is when the full-service 
carriers such as Jet Airways, Indian or Kingfisher actually start getting 
competitive, so try your luck 


e Then, there are the night flights. For example, the Mumbai-Kolkata route is 
one sector where Jet Airways runs a 'red eye' (late night) service, and tickets 
on this route start at under Rs 4,000 one-way. Including taxes and 
surcharges, it is possible to get a return fare on this sector for under 
Rs 8,500. An Air Deccan ticket booked a week before travel will be only 
Rs 1,000-1,200 cheaper, particularly if you are flying weekends 


ө Look out for check fares. An Air Sahara ticket booked at the very last minute 
could come very close to budget airline levels, so if your plans are flexible 
exercise this option 
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train gets cancelled, so this violent 
reaction should not take place when 
a flight gets cancelled.” 

And yes, flights will get can- 
celled or delayed. Gopinath says 
this is because of rapid expansion. 
“We send our aircraft to stations 
where there are no other airlines 
operating, and if one of our planes 
was to go ‘tech’ (get grounded) at a 
place where there are no spare parts, 
it takes time to ‘recover’ the plane. 
And one plane out of the equation 
usually means that there will be 
knock-on cancellations all day.” 

But is this problem unique to 
Indian budget carriers or do low- 
cost airlines elsewhere in the world 
also have to deal with such crises? 
It’s a problem all budget carriers 
face. The difference is that low-cost 
airlines abroad deal with it better. 
Jeh Wadia, Managing Director, 
GoAir, says: “They have a single 
aircraft type and they also keep a 
spare aircraft in the network to deal 
with such emergencies. Or they (as 
we do) increase their turnaround 
time (the time it takes to prepare a 
plane for its next sector), giving the 
airline more flexibility.” 


Teething Troubles 
It’s easy for large low-cost carriers 
such as Ryanair or Southwest, which 
have fleets of over 200 aircraft, to 
keep a spare aircraft. “However, 
even they faced teething troubles 
when they started,” claims Gopinath. 
And, he adds, increasing turnaround 
time is just not possible. “The low- 
cost model demands high aircraft 
utilisation. Planes have to fly 10 sec- 
tors a day on a very tight schedule if 
the carrier has to be profitable." 
The other problem has to do 
with the country's rapid aviation 
expansion and the severe lack of 
trained engineers and ground staff. 
This results in poor passenger com- 
munications and planes being gro- 
unded for lack of people to service it. 
"One day, another airline picked up 
my airport manager for twice the 
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Hassled passengers: For now, delays seem inevitable on budget flights 


HE ANSWER IS NOT TO GO ON A RAMPAGE BECAUSE CHANCES ARE YOU MIGHT END UP 
behind bars. Your options are fairly limited: You could ask for a full refund of 


your ticket or ask to be booked on to the next available flight. If you have to can- 
cel your return trip, then ask for a complete refund on both sectors. However, since 
low-cost carriers run at very high load-factor levels, getting a seat on the next avail- 
able flight might mean a two to three day delay. Again, this depends on how 
smooth a talker you are; screaming at the ground staff is unlikely to help you get 
a seat. 

Air Deccan has recently signed a deal with Jet Airways, under which its pas- 
sengers can, in case of a cancellation, get their boarding passes endorsed for travel 
on Jet Airways if it flies the same sector. However, since this depends on the num- 
ber of seats available on the Jet flight, you might have to negotiate your way to 
an endorsed boarding pass, if possible. Of course, flying on a sector where Air 


Deccan has a monopoly limits your options totally. 
Bottomline: Be prepared for the eventuality of delays and cancellations when 
you fly on a low-cost carrier. The best you can do is grin and bear it. 


salary, and another day 1 lost 30 
engineers to a rival carrier. Who will 
repair the planes? Who will handle 
the passengers?" asks Gopinath. 

Wadia adds that infrastructure 
has simply not kept pace with gro- 
wth. Over the last few years, there 
has been an explosion in the num- 
ber of low-cost airlines, and over 
time, they will have to come up 
with different solutions to deal with 
this problem. 

So, does this mean that Rao will 
have to continue to put up with 
delayed, and even cancelled flights? 
Sadly, yes. Says Gopinath: “We are 
trying very hard to ensure that we 
can fly all our routes everyday and 


have no cancellations, but until then 
Pm afraid there will be heartbreak 
for some passengers. However, we 
will still be the cheapest airline 
around." 

There are other issues as well 
that plague budget airlines like the 
high cost of cancellations and vari- 
ous extra charges like passenger 
service fee and so on. These are 
criticised, but fares still reign way 
low. Our advice: try for low fares 
from regular carriers (see Crash The 
Barriers) first. Failing which, grit 
your teeth and fly low-cost. After all, 
you can endure a lot in the interest 
of cutting your journey down from 
26 hours to two. 


YN38 ONVNYS 
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1 Reliance NRI Equity Fund-Growth — — 
2 ШМРБ — — 

3 Reliance RSF-Equity-Growth — 
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Fidelity Equity Fund-Growth 
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Fidelity Tax Advantage Fund-Growth 
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EQUITY SECTOR FUND 

1 _ Reliance Banking Fund-Growth — r 

2 UTI Thematic Banking Sector Fund-Growth _ 

3 Franklin Infotech Fund-Growth = 

4 UTI Growth Sector Fund-Software-Growth ; 
5 SBI Magnum Sector Umbrella-Infotech 


PEER GROUP AVERAGE 


BALANCED FUNDS 
1 FT India Balanced Fund-Growth — — — 1— 
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2 Franklin India Balanced Fund-Growth —— 

3 Benchmark Split Capital Fund-Plan A-Preferred Units _ 
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__ Benchmark Split Capital Fund-Plan B-Capital Units 
ING Vysya Balanced Fund-Growth 
PEER GROUP AVERAGE 











1 ілба MIP-Plan A-Growth 
2 FTindiaMIP-PlanB-Growh — 
3 Templeton MIP-Growth 
4  BilaMP-Gowh — 
5 — HDFCMIP-LTP-Growth 
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INCOME FUNDS 

1 Franklin India International Fund — — — — 

2 LIC Bond Fund-Growth fS... i. 

3 Birla Bond Index Fund-Growth — — — — m (0.64 

4 ABNAMROFleiDebtFund-Growh «ss 
. 5 Birla DBF-Retail-Growth 0.60 


PEER GROUP AVERAGE 0.47 


Absolute returns percentage as of July 31, 2006 
Source: MutualFundsindia.com 














Twice As Smart 
The new LPG Wagon R Duo: Is it worth a look? 


PETROL COSTS THE EARTH AND DIESEL IS POLLUTING. SHOULD YOU 
junk your car in favour of a bicycle or should you look at 
cheaper, cleaner fuels? Maruti suggests you stick with a 
car—specifically its new Wagon R Duo, which runs on both 
petrol and LPG. 

There are cars on road today that run on both fuels, 
but the LPG kits are retrofitted and not entirely safe. 
With its factory-fitted kit, the Duo stresses safety. 
Says a Maruti spokesperson: "We have certification from 
the Automotive Research Association of India and the 
department of explosives." 

And what about economy? According to Maruti, the cost 
of running a car on LPG is two-thirds that of using petrol. 
And for this, you pay around Rs 20,000 more: the Wagon 
R Duo costs Rs 3.45 lakh (base model, ex-showroom, Delhi) 
vis-à-vis Rs 3.23 lakh for the standard petrol model. 

More: the new gas car has been given a facelift and no’ 
longer looks like a slightly oversize box on wheels. In 
terms of speed, while there is a definite loss of power, the 
car's zippy enough for city driving. 

It won't be an entirely smooth ride though. There 
are only 160 LPG filling stations across the country, so 
tanking up could be a problem. Maruti says there are fill- 
ing stations in 42 cities but that's hardly enough. When 
you do manage to find an LPG station, fill the 28-litre 
tank—you can travel about 300 km on that. After that, the 
35 litres of petrol will take you an additional 500 km till 
you find the next LPG station. 

According to Harish Mehta of Mansha Auto Financials, 
a Delhi-based automobile dealer, there are still some 
safety issues to be addressed. He says it will take at least 
two to three months on the road for the Wagon R Duo to 
prove that it really is safe. 

On the whole, the new Wagon R seems worth it. But 


ideally, wait a few months to be completely sure that all : 


glitches have been ironed out. 
SHALEEN AGRAWAL 
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In an exclusive interview with Business Today Mr. T.S. Bhattacharya - Managing Director, SBI discusses 


the Bank's pioneering efforts in the SME sector. 


Please offer us a broad understanding of the SME sector in India. 
How do you assess the progress thus far? 

The SME Sector broadly encompasses the full range of small and 
medium enterprises. Besides manufacturing, it also covers both the 
services and trade sectors. 

There is no standard definition but under broad guidelines 
prescribed by the Government of India a medium-scale industry will 
be one with original investment in plant and machinery upto Rs.10 
crores. This definition has to be notified by the SSI Ministry for it to 
become operational. However, when the Bank looks at the SME 
segment for its business focus, it looks at all small and medium 
businesses engaged in manufacturing, trade and in providing 
services. The Priority Sector, of course, includes only SSIs and Small 
Business Finance, whose turnover is relatively small. We see SMEs 
as an important driver of the economy. Within the Bank, we define 
SMEs as businesses with a turnover of upto Rs.25 crores. But we 
also have a Mid-Corporate Group that handles larger firms that go 
beyond Rs.25 crores, right upto Rs.350 crores. While some banks 
may define SME differently, the fact is SBI handles the whole 
spectrum of business customers, right from the rural artisans to the 
largest corporates. We have, therefore, further sub divided these 
enterprises into SMEs and mid-corporates, from the point of view of 
business processes designed to suit these segments. 

A portfolio of customers with a turnover of upto Rs.25 crores, in 
itself is a huge portfolio for us. The Indian SME sector is doing 
extremely well, particularly the services sector. BPO, biotech, auto 
ancillaries and most of the knowledge driven sectors are performing 
very well. The textile sector has benefited from the use of modern 
technology and the phasing out of quotas. SBI has incubated and 
nurtured several SMEs since the 1960s, some of which are today's top 
corporates. It might interest you to know that companies like Asian 
Paints and Essar started out as SSIs with SBI. 

With SME clusters being formed and SEZs coming up, how do 
you see the profile of the SME sector changing? 

The mid 90s generated a fear among the SSI units in India that 
globalisation would spell their doom. Many feared they would be 
wiped out and that everything that the organised sector and MNCs 
would dominate. But the economy and efficiency of the SMEs proved 
that theory wrong. Industry Majors needed SMEs to lower costs and 
to bring down their inventory holdings. SME clusters started thriving 
and now there is a buzz about them. SEZs will be relevant only in 
some sectors that are export intensive and where the Government is 
prepared to trade off on their revenue. Likewise, cluster development 
too depends upon availability of land and other infrastructure. SMEs 





will increasingly function as a part of the supply chain and will 
improve their operational efficiencies to retain their status as 
vendor/dealer. 

Please set out the pioneering role played by SBI in the 
development of SMEs? 

SBI have been the mentors for this sector since the early 60s. 
Initiatives like the Entrepreneurial Development Programmes, 
Technology Upgradation Programmes etc have been pioneered by us. 
Role and commitment of women in SME was recognised by SBI ап 
a special package which included short training programmes was 
started by SBI. Innovative products too have been designed for 
acquisition of capital equipment as well as for long-term business 
promotion expenses of the SMEs wherein we offer a hassle-free line 
of credit not requiring multiple loan approvals. 

What is SBI's total exposure to SMEs out of its total portfolio? 
What special efforts/programmes has SBI undertaken to cater to 
this segment? 

Nearly 35% of our Bank's domestic 
asset base is from the SME sector. We 
have two dedicated wings in the Bank to 
cater to the SMEs. The SME BU spread 
across the nation to reach out and help 
small and medium enterprises and the 
Mid Corporate Group to serve the larger 
among the SMEs. While many banks 
offer Relationship Banking for larger 
SMEs and Emerging Corporates, SBI has 
been the pioneer in offering relationship banking even for the lower 
segments of the SME. Simultaneously, many cluster development 
initiatives are also undertaken by the Bank. 

Which industries is SBI the most bullish on in the SME sector? 
How has the experience been so far? 

There are many sectors in SME that are doing well. Unlike in the 
past when communication was not that dependable, now 
entrepreneurs are not averse to moving to any State that offers 
attractive incentives. We have seen this happen in the pharma sector 
when States like HP, Uttaranchal offer substantial incentives. The 
auto component sector too is doing well, with the scope of 
Outsourcing of Manufacturing increasing. ITES, Biotech are set to, 
take off with the large population of technically qualified workforce 
being available. The textile and garment industry has immense 
potential, with the removal of quota restrictions. SMEs that are high 
on quality and on-time delivery discipline will reap the benefits of 
these developments. 
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The international trade market is very competitive. 
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How much of these activities are motivated by SBI's social 
‘commitment, especially since these do not apply to the same 
extent for private players and foreign banks. 

SBI is the largest Bank in India. If the economy grows and the 
market expands, we will be able to enjoy our natural share in the 
business. Thus we support all the public/private initiatives with the 
objective of national development, which leads to business growth 
and income flow to the Bank. Social commitment is a national 
commitment and SBI is committed to nation's development. SBI is 


. committed to Financial Inclusion. 
. How big is the threat of NPAs in sector? What has been SBI's 


experience in debt recovery? 
SMES are vulnerable. They are also the weakest link in the chain. 


Any downturn in the economy or adverse policy initiative affecting 
any particular sector affects SMEs most. Our incrementa 
delinquency is less than 1 % from the SMEs and we are Ed 
further reduction in this area. Enactment of the SARFAESI Act and 
formation of ARCIL have indeed helped banks, in debt recovery. 
CIBIL's database is being increasingly accessed for credit history on 
prospective borrowers. We have also developed scoring systems that 
enable credit good decision making. 
What are the targets that SBI has set for this sector, this fiscal? 
We have a growth target of about 3446 for the loan book from the 
SME sector. As against the minimum of 20% growth and doubling of 
the assets from SME in 5 years, as stipulated by the Government, SBI 
has plans of growing the asset book from this sector much faster. 
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_ SMEs - The Road Ahead 


Liberalisation has exposed Indian Small and Medium Enterprises 


(SME's) to the twin challenge of growth and competition. Companies 


units are to be located or relocated likewise. 


. processes and right scale, some of the issues that 
. need immediate attention are: 


. are realising that to survive the onslaught of multi-national 


companies they have to modernise existing infrastructure and 
upgrade technological capabilities to achieve economies of scale. The 
urgency is visible now, more than ever, as Indian companies are 
making a beeline to the Chinese market with offers of outsourcing 
their production needs. Realising the potential threat to the Indian 
SME sector, CII on its part had mooted the idea of enhancing internal 


. competitiveness of units through handholding by government and 


industry associations in areas like manufacturing excellence, total 
cost management and energy management. Formation of 
geographical clusters on the lines of Ambattur is being looked upon 

as a solution to overcome basic infrastructure issues, and 


Though there are several issues that SMEs have 
to look into prior to building the right quality, right 


Low investment in innovation by SMEs: 

If Indian SMEs have to make products that are 
globally competitive, the units have to invest more 
aggressively in creation of state-of-the-art 
infrastructure and research set-up. While there is no 
alternative for indigenous research, there exists huge scope 
for collaboration/partnerships with international companies on the 
technology front. It is only through hardcore research and 
breakthrough innovations that SMEs can make 'Made in India' a 
globally acceptable brand. 

Strengthening international marketing 

It is a widely acknowledged fact that marketing is the major 
weakness of Indian SMEs. Now, marketing in the overseas market is 
not mere selling of products, instead it requires several resources and 
networking which most SMEs in the country find it difficult to 
muster. However, in the absence of adequate resources, the country 


could look at trade fairs as one of the most effective tool for 


marketing SMEs abroad. 
Intellectual property 

Business - irrespective of the size, is increasingly becoming 
knowledge-based. With India ratifying multi-lateral treaties on IPRs, 
it is time the SMEs are encouraged to develop and own their 









intellectual properties as patents, industrial designs, copyrights etc. 
There is a need for companies and government to work together to 
make IP a reality, because in the long-term it will be the IPR, which 
will be the differentiating factor. 
World is our market 
Low capital base, inadequate exposure to ucc 
environment, inability to face impact of WTO regime, inadequat 
contribution towards R & D, lack of professionalism have been some 
of the issues that have been a cause of concern for SMEs for some 
time now. In spite of these imitations, the SMEs have made significant 
contribution towards technological development and exports. Over the 
last decade, the market has shown that those SMEs who have strong 
technological base, international business outlook, competitive spirit 
and willingness to restructure themselves shall withstand the present 
challenges and come out with shining colours to make their 
own contribution to the Indian economy. 
Availability of Easy Finance 
The biggest challenge that the SMEs face is 
facing today is availability of finance, and there is 
lot that banks and financial institutions can do in 
this. One of the major reasons why most SMEs 
have problems is sourcing finance is the history 
bad debts and lack of credible financial record « 
individual units. Having external rating could be a 
big step forward because it is a part of developing the 
financial infrastructure of the country. 
Indian FIs can help SMEs make a mark in exports 
With exports poised to grow at over 20 per cent across industries, 
SME's have an important contribution to make. Banks and financial 
institutions (FIs) play an important role for the SME in the exports 
sector. For example, Hongkong and Shanghai Banking Corporation 
(HSBC) proactive role in lending to the SME sector is likely to see a 
growth of 30 per cent in the current year. In addition to the 
nationalised banks, MNC and private sector banks should take a lead 
in focusing on the SME sector by reaching out in terms of lending . 
and service propositions. By offering services like Global Trade. 
Solutions, HSBC has assured the SMEs of speedy processing of, . 
documents and payments, which is helping SMEs to evaluate 
business opportunities and risks. 
With the survey concluding that the Asia-Pacific outlook for 2006 
was the brightest of the three regions surveyed, Indian SMEs seem to 
have a rosy future ahead, provided a few things are put in place. 
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Hassle-Free Schemes for SMEs 
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Unlock the potential of your property 


SBI 
MORTGAGE LOAN 


SBI School Plus SBI Open Term Loan SBI SME Car Loan SBI Mortgage Loan 
* Loans available for setting up schools * Pre-approved line of credit for * Convenient value added service for * Hassle-free loan for traders 
and colleges emerging needs of SME (Mfg) units SME borrowers and their family members business enterprises, services 
* Loans to finance purchase of assets, * Maximum loan amount of Rs. 250 Lacs * Available in the name of unit or self-employed/professionals 
renovation / expansion, acquiring • Multiple withdrawals at the choice and individual * Low interest rated 
furniture, buses, laboratories, musical convenience of borrower * Not linked to unit's financials. * Simple application form 
uipments, sports, etc. : r 
" Р i к R: * Volid for a period of 12 months form * No cap on upper limit for new vehicles * Facilities upto Rs. 5 crores, against 
* Simple application / appraisal forms the date of sanction S Lou roof anced mortgage of residential/commerciol 
and fast processing © Con be utilized f it А н i property 
е Competitive i ith on be utilized Tor capacity expansion, * Finance available upto 85% of the 
ompetitive interest rates wit technology up-gradation, acquisition of volue of new car * Convenient repayment 
convenient repayment terms software/hardware/certification, \ 
: А bean * Also available for used cars 
* Loans to staff and educational loans to business overseas visit, retiring high 


students for higher studies, deposit cost debt etc. 
accounts, also available. 


State Bank of India 


With you - all the way 





Please call our SME Heads on the number mentioned underneath, for further details. We shall be happy to be of assistance * Ahmedabad (079)-25501032, 25509751 * Bangalore 
(080) - 25943168, 25943156 * Bhopal (0755) - 5288515, 5288189 * Bhubaneswar (0674) - 2393336, 2396330 * Chandigarh (0172) - 2702434, 2 81 * Chennai (044) - 28214307 
28214551 • Guwahati (0361) -2237679 * Hyderabad (040) - 24756009, 24756437 * Kolkata (033) - 22206870, 22130664 + Lucknow (0522) - 2234003, 2234034 + Mumbai (022 555 14408 
55514409 New Delhi (011) - 23407118, 23407130 * Patna (0612) - 2209077, 2209096 * Thiruvananthapuram (0471) -2323076, 3090519 








л 
















The heady transformation of a country of ‘snake charmers' i 
one of the talismans of a new world order is a huge c 


- years after Nehru's ‘tryst with 
destiny’ speech, India has made 
almost unrecognisable progress. 
Gone is the spectre of the license 
raj, mixed economy, 'self-reliance' 
and non-alignment. The liberalising 
of trade barriers in 1991 has created 
a new momentum. Free from inane 

shackles, India's car production crossed the 1 million vehicles 

sales mark last year and will top the 2 million mark by 2010. The 
much fancied Rs 1-lakh car from Tata Motors is set to hit the 
market by 2008. Infosys founded by a once socialist leaning 

Narayan Murthy in the heady 80s, celebrated its 25th anniversary 

in its spanking new Mysore campus by electronically ringing the 

NASDAQ bell in New York. Confident of its place on the global 

stage, it demonstrated its economic might at the recent WTO trade 

talks on removing agricultural subsidies. The de facto recognition 
of India's nuclear power status with the imminent Indo-US 
nuclear deal is another shot in the arm for the nation of well over 

a billion. 

India has among the most favourable population 
demographics across the globe. A vibrant young population that 
will help India become the world's third biggest economy by 
2050. Even as interest rates keep going up and more so the crude 
oil prices, inflation is in the reasonable 5 percent range. There is 
now a concerted move to make the Rupee fully convertible. The 
insurance and banking sectors are now proving their mettle. There 
is a sustained move to remove the tariff regime in insurance in 
sectors like motor insurance. Bad news for motorists, but good 
news for the sustainability of the industry! With the opening up of 
the financial sector, foreign mutual funds like Fidelity have 
moved into India and Indian banks like ICICI command huge 
clout globally. 

Last year saw the share market boom. The Sensex closed at 
9,398 recording a 42 per cent increase in one year. The market is 
attracting Japanese, South Korean and Australian funds. The price 
index of small-scale shares increased by more than 70 per cent. 
The market capitalisation of a single entity, ONGC was more than 
the market capitalisation of all entities on Karachi Stock 
Exchange's index. Even at this level, it was being considered as 
the cheapest oil stock in the world. As a pointer to the stupendous 
potential of the Indian economy, Fitch investment ratings recently 
upgraded India's rating to investment grade. And the feeling is 


mutual, India firms made overseas acquisitions of over US$ 4 
billion in 2005. 

India is evolving into an industrial giant, from its earlier brand 
image as the land of cyber techies, despite the IT industry set to 
remain India's signature across the global economy for decades to 
come. Oracle landed a major contract, along with Hewlett- 
Packard Co to create a database for all the medical records and 
many other governmental functions in a country of about 1 billion 
people. The company gets 28 per cent of its $9.5 billion in annual 
revenue from India, China and other emerging economies and 26 
per cent from industrial countries such as Japan and Britain and 
most of Western Europe; 45 percent comes from the United 
States. TCS is repaying the compliment by housing huge facilities 
in the US and China. 

Education seems to be the key driver for this booming 
knowledge economy. While private expenditure on education has 
grown a whopping 10.8 times in the past 16 years, for the 
country's poor, comprising 40 per cent of the population, it has 
climbed 12.4 times between 1983 and 1999, As a percentage of 
average expenditure per household, the fraction spent on 
education rose from 1.23 per cent to 2.82 per cent in absolute 
terms, while per capita private expenditure on education rose 
from Rs 1.51 per month to Rs 16.35 per month. 

What is powering the economic revolution is a mind-boggling 
mix of energy solutions, from Suzlon's supremely majestic strides 
in wind energy to nuclear power from the US, and LNG from 
Iran. ONGC, IOC and even Videocon are collating a vast array of 
oil-rich infrastructure across the world from Sudan to Russia. 

But can the story be complete without touching the lives of 
the son-of-the-soil? Corporatisation of agriculture is the new 
buzzword, for a country that has recently experienced food 
shortages. Reliance and Airtel are leading the charge for the next 
green revolution. The reason is very simple- a huge market for 
Indian products like mangoes, the movement of which tends to 
raise freight charges during the season and rising onion and sugar 
prices with the potential to topple governments. With the entry of 
these big names expect the profusion of farm credit, better 
storage, transport, market access and indeed worthy remuneration 
for the farmer, not to mention a potential fortune in foreign 
exchange. 

As they say, the show has only just begun. The first tentative 
glimpses of the sun in 1947 have given way to a new aura of quite 
startling brilliance for Bharat. 
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Free for Life 


| am free to chase my dreams. 


Free to enjoy what | achieve 


Free to live life the way | please. 


Free to own anything with ease. 


With ICICI Bar 


1K credit Cara 


free is the way to be 





‚ India's First Lifetime Free Credit Cards. 


Experience unlimited freedom with India's first 'Free for Life’ credit cards, 
from ICICI Bank. Unlike other credit cards that charge you annual fees after 
the first year, ICICI Bank credit cards are free for your entire life. Which means 
you pay absolutely no subscription fees, annual fees or any other hidden 
costs, whatsoever. Now every Indian can have the power to dream big. The power 
to fulfill every wish. The power to be truly free. Because free is the way to be 


gpicici Bank 
Credit Cards 


To apply, visit www.icicibank.com or SMS CARD <YOUR CITY>’ to 676766 
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Jobs 1 oday 


BECKONING CAREERS 


Think On Your Feet 


Companies are increasingly putting candidates through simulated real life business situations 


to assess their suitability for senior positions. AHONA GHOSH & E. KUMAR SHARMA 


HIS IS JUST ANOTHER 

indication of the extent 

to which India Inc. has 

professionalised its act. 

Time was, not so long 
ago, when job interviews meant 
answering a few general questions 
about oneself and carefully navi- 
gating one's way around a few trick 
questions—designed to test a can- 
didate's wits and presence of mind. 
A few good answers, a bit of luck, a 
well-written resume and, in many 
cases, a good recommendation, 
were all it took to land a good job. 
All of these still play important 
roles in the executive search 
process, but only up to a point. A 
candidate's suitability and aptitude 
for the job at hand—easily the most 
important parameter that the above 
criteria did not even begin to 
address—are now increasingly 
becoming the most important, even 
decisive, factors. 





“The attempt, while writing case studies (which are prepared 
in-house), is to make them as real as possible 
Jagjit Singh, Head (Human Resource), Ernst & Young 


THIS IS HOW INTERVIEWS ARE CONDUCTED 


CASE STUDY AT 
ERNST & YOUNG 


Real life examples from its 
Transaction Advisory Services dep- 
artment are presented to applicants 
who apply for positions in that divi- 
sion. Only the client's name, trans- 
action figures and context of the 
transaction are changed to protect 
client confidentiality. The candidate 
has to write a case study based on 
this information at the interview. 


ERENI REIL BREE SG. E EE ST EE EFAS н энн и SNE! 


CASE STUDY AT 
BLOOMBERG 


Candidates are presented with a 


| press release on a company's fin- 


ancial results, stock price and com- 
ments from the management. They 
are also asked to familiarise them- 
selves with the Bloomberg style- 


| book. They then have to write a 


short three to four paragraph news 
item for Bloomberg subscribers 
conforming to its style parameters. 


CASE STUDY AT 
TECH MAHINDRA 


| А candidate was asked to consider 


the deregulation of the telecom 
industry in UK and asked how he 
would handle it from the market- 


| ing, strategy and technical points of 
| view if he were in a decision- 


making position at British Telecom. 


Companies also routinely use other assess- 
ment techniques like psychometric tests, 
SHL tools and Thomas profiling 


VUHAW NVAIA 


Ihe candidate’s suitability & aptitude for the job are 
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For senior positions, especially, 
interviews are structured to test a 
candidate’s leadership qualities, the 
ability to handle teams and con- 
flict resolution skills. Many com- 
panies tweak their own internal 
transactions and present them to 
candidates for analysis. “Case stud- 
ies are prepared in-house with the 
help of team members who have 
lived the experience. The attempt, 
while writing case studies, is to 
make them as real as possible, with 
the objective of bringing out in the 

ediscussion or presentation traits, 
behaviours and information which 
indicate the presence or absence 
of a defined competency set,” says 
Jagjit Singh, Head (Human 
Resource), Ernst & Young. 

In January this year, Debashish 
Ganguly, an engineer-MBA, who had 
applied for the position of General 
Manager (Corporate Resource 
Coordination Committee) in Satyam 
Computer Services’ HR department, 
had to undergo a similar test. He 
was asked to solve the riddle of 
how to utilise Satyam’s 30,000 emp- 
loyees optimally such that benching 
was minimised while simultane- 
ously ensuring that staffing was in 
place when business opportunities 
emerged. “The model involved 
combining resource optimisation 
and market growth prediction 
tools,” says Ganguly. 

The selection process involved 
five levels of interviews and two 
levels of assessment—including psy- 
chometric and 1Q tests and a series 
of exercises to assess one’s ability to 
take on stress. “What I found 
unique was the round we had after 
the selection,” says Ganguly. He 
and some other new recruits were 
divided into teams and each mem- 
ber had to go beyond his or her 
domain and make a pitch for the 
company (Satyam) to a potential 
client. “We had to sell a $АР solution 





“All these parameters are doubtless very important, but situational 
tests are what we use to make the final selection page’ 
Anand Talwar, Head (HR), ITC Infotech 
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“We had to sell а SAP solution to a major retail client іп the US. This 





meant we needed to have a cross-functional grasp of the subject” 
Debashish Ganguly, Assistant Vice President, Satyam Computer Services (L), with 
Hari T., Director and Senior VP (HR), Satyam Computer Services 


to a major retail client in the us. 
This meant we needed to have a 
cross-functional grasp of the sub- 
ject,” he says. Ganguly's domain 
is corporate strategy, but he needed 
to quickly grasp the technology 


aspect of the business, get a clear 
understanding of Satyam's SAP 
capability and form an idea of how 
it could help the client solve its 
problem. The simulated exercise 
was treated as a real boardroom 


` becoming the most important, even decisive, factors 


WVAVA 5 Yvan 


ОМИ 6VXVHüvMud V 


RAJKUMAR 











“Situational case studies help us understand how a person thinks 
and reacts in an ambiguous situation” ; 
Sujit Baksi, President (Corporate Affairs), Tech Mahindra 


presentation; a senior team from 
Satyam “played” the client and 
everyone had to dress formally for 
the occasion. The entire selection 
process was spread over a month. 
Ganguly, who got the job, has since 
moved up the ladder and is now an 
Assistant Vice President in the same 
department. 

Says Mohan Bharati, Deputy 
General Manager (Treasury) and 
Company Secretary, Ingram Micro, 
who recently joined the technol- 
ogy solutions vendor from Federal 
Express: “At the interview, I was 
asked to describe an incident where 
an unanticipated event had dis- 
rupted the workflow and explain 
how I handled it.” In effect, he was 
being asked to describe a live case 
study and analyse it. He narrated an 
incident where he had sorted out an 
unforeseen procedural problem that 
threatened a new flight his previous 
employer was planning into India. 
“When I put this question to 
Mohan, I was looking at his com- 
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petence and motivational fit. We 
have to work under tight dead- 
lines and pressures. His answer 
satisfied me that he would fit in 
culturally into our organisation,” 
says Alex Augustine, Director (HR), 
Ingram Micro. 

“Situational case studies help 
us understand how a person thinks 
and reacts in an ambiguous situa- 
tion (as most real life situations are 
wont to be),” says Sujit Baksi, 
President (Corporate Affairs), Tech 
Mahindra, who looks for both 
quantitative and cognitive abilities 
in candidates. “For example, when 
we are looking for someone with 
great persuasive ability, we throw a 
live situation-based question and 
ask the candidate to react to that; 
this is more effective than simply 
asking how persuasive he/she is,” 
says Augustine. The weightages all- 
otted to each function also vary 
from case to case. “There could be 
cases where a particular candidate 
is not so good at analysing a case 





study but is very good at execu- 
tion. So, the interviewer takes a 
call on the weightage,” explains 
Hari T., Director and Senior vp 
(HR), Satyam Computer Services. 
The idea, says E&Y's Singh, is to 
test a candidate’s ability to lead 
and handle teams, plan and organ- 
ise projects and resolve conflicts— 
all very crucial functions for any 
senior executive. 

But, this is not to say that the 
traditional parameters are not con- 
sidered at all. It’s just that issues 
like past experience, qualifications 
and references are now used in 
the initial stages of screening; these 
are taken as givens in the case of 
candidates shortlisted for the next 
stage of the selection process. “All 
these parameters are doubtless 
very important, but situational 
tests are what we use to make the 
final selection,” says Anand 
Talwar, Head (HR), ITC Infotech. 
He, however, declines to share 
live examples of actual tests that 
candidates at his company have 
had to undergo. Where do com- 
panies source their case studies? 
Says T. Sreedhar, Managing 
Director, TMI Network, a head 
hunting firm: “Most companies 
have their own learning and train- 
ing centres, and, so, are able to 
generate case studies in-house.” 

“Today, we are moving away 
from one-on-one interviews and 
increasingly focussing on the com- 
petency model,” says Arun Das 
Mahapatra, Managing Partner 
(India), Heidrick & Struggles, a 
recruitment firm, adding that 30-40 
per cent of large recruiters now 
use such Criterion Based 
Interviewing (CBI) techniques to fill 
up senior-level vacancies. 

So, the next time you go for a 
job interview, you should be pre- 
pared for a long haul and also exp- 
ect the unexpected. 

ADDITIONAL REPORTING BY 
SHALEEN AGRAWAL & 
RITWIK MUKHERJEE 





Brick By Brick 


There are thousands of good jobs being created 
in the real estate sector. 


increasing corporatisation of the sector, has 
thrown up huge job opportunities for profes- 
sionals. Today, multi-hundred crore and even thousand- 
crore projects are pretty much par for the course. 
Naturally, the industry is increasingly turning to spe- 
cialist professionals to plan and manage these projects. 
In demand are architects, civil engineers, site supervi- 
sors, quality supervisors, interior designers, project 
managers and even environment engineers. This apart, 
the emergence of a buyer’s market means promoters 
need savvy marketing personnel to sell their projects. 
“The need for specialised manpower is unavoidable and 
they account for nearly 10 per cent of the total cost of 
a project,” says Surya Vir Singh, Assistant Chief General 

Manager, Sahara Infrastructure & Housing. 
AMIT MUKHERJEE 


T* CONTINUING REAL ESTATE BOOM, AND THE 


The Big Picture 

WHO'S HIRING: 

Reliance, DLF, Unitech, Puravankara, Parsvanath, 
among others — 
WHO ARE THEY HIRING: 
Architects, mall and township management 
professionals, project engineers, civil engineers, lawyers, 
quality assurance professionals, marketing profession- 
als, liaison and communications professionals, etc. _ 
AT WHAT LEVELS: 

Senior, mid-level and entry-level 
AT WHAT SALARIES: 

Rs 25 lakh-1 crore per annum at senior levels; 

Rs 10-20 lakh p.a. at mid-levels; and Rs 2-8 lakh at 
entry-to-junior levels 





COUNSELLING 


HELP 
Q: 1 am a 23-year-old commerce graduate with an MBA 
(HR), working as a recruitment and training executive in a 
private insurance firm for two years. My true interest lies in 
HR and | always wanted to shift to development and 
training in the domain of Six Sigma. Please advise. 
Since you already have an MBA, look for a job (either 
within your company or outside) that has a manage- 
ment development angle to it. But with your limited 
experience, you will have to start at the entry level. 
Also while Six Sigma is great, you need to figure 
out whether in the long term you want to be a spe- 


cialist in it or a generalist. Select your future employer 
and career path carefully to meet this ambition. 


Q: I am a 23-year-old working in a bank. I've done MCom 
and am currently pursuing a part-time MBA. I'm quite unh- 
appy with my present job as it doesn't pay well. Now, І want 
to switch to marketing. | live in a small town where there 
aren't very many educational institutes. Please help. 

You could get into sales of financial services. Unless 
yours is a very small town, you will have firms selling 
insurance, loans, etc. Or apply for jobs in towns with 
better prospects. A part-time MBA from a little-known 
institute will not catapult you into something big 
overnight. You will have to work your way through it. 


Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 








Search for a job with a Monster by 


onster has the best employers hiring online... Get noticed 


ost your Resume for FREE 





monster com 
Sharp search. Right jobs. 
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Senior Management Jobs 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Agilent Technologies, Operating 
Manager R&D, Gurgaon, 8 - 10 Years, 
2216070 

Lead and manage the activities of a group 
responsible for the development of new data 
acquisition/data processing, data 
management system. Must have strong 
knowledge of relevant applications and 
software development of life cycles. 


Cyborg Technologies, System Test 
Manager (Wireless), Bangalore, 

8-12 Years, 1992842 

Candidate will be leading the system test effort 
on all lab based testing for wireless protocol, 
Supervising multiple system test programs 
being handled by test leads in all the wireless 
domains like GSM, GPRS, EDGE, UMTA. 


Dell Computer Corporation, 
Engineering Managers - Hardware 
System Design, Bangalore, 

10 -20 Years, 2205047 

The desired person must have expertise with 
board level debug tools such as oscilloscopes, 
TDR scope, SCSI and SAS analyzers, and 
general logic analyzer. 


Honeywell Automation India Ltd., 
Project Manager - PeopleSoft, 
Bangalore, 10 - 20 Years, 2204701 

The candidate should have at least two prior 
peoplesoft HR implementation experience as 
a consultant & experience with the 
specification, development & testing of 
enhancements. Peoplesoft HR business 
process configuration knowledge would be a 
plus. 


HCL Technologies Ltd., RETEK 
Implementation Manager/ Lead, 
Noida, 8- 12 Years, 2222467 

Should be having strong retail ERP 
background - Retek Distribution 
“Management (RDM), Retek Merchandising 
System (RMS) & Retalix Storeline POS 
system. 

Larsen & Toubro Limited, Industrial 
Relation Senior Manager, Mumbai, 
9-16 Years, 2195255 

The role requires candidates having 
experience in handling VRS, closure, shifting 
/ relocation, contract labour, payroll etc. 


Microsoft SMSG, SBPG Manager , 
Delhi & Mumbai, 10 - 15 Years, 
2069118 

The manager would be accountable for 
driving the definition and adoption of all 
services business practices group processes, 
tools and procedures. Must ensure overall 
project management excellence: supporting 
related activities regarding cost and schedule 
estimation. 


Mindex Solutions Pvt. Ltd., Technical 
Architect, Chennai, 8 - 11 Years, 
2235460 

The ideal petson should have good knowledge 
and understanding of J2EE technologies and 
frameworks and exposure to technologies like 
SPRING, Hibernate, Tapestry and Velocity. 


Qualcomm, Director of Engineering 
- ASIC Design, Bangalore, 

10-15 Years, 2158727 

Will work with engineering and marketing 
leads to develop product roadmaps, define 
product feature sets and define requirements 
and schedules. 


Reuters, QA Manager, Bangalore, 

10 - 15 Years, 2201828 

The ideal person should have direct hands on 
experience in the complete test cycle of the 
software development, integration testing, 
regression testing, system testing & non- 
functional testing - performance, load, 
resiliency, scalability etc. 


Suzlon Energy Ltd., DGM \ AGM - 
Engineering, Coimbatore, 

15-25 Years, 2234649 

Responsibilities include implementation of 
project as per schedule, deciding strategies for 
project implementation within required 
parameters, detailed design and working 
drawings, cost estimation, project budgeting, 
quantification and preparation of BOQ. 


SQL Star International, Test 
Manager, Bangalore, 7 - 12 Years, 
2009894 

Must have experience in software testing, with 
excellent team management skills and 
automation experience. Responsibilities 
include handling a team of test engineers and 
interacting with client. 


Symantec Corp., Manager 
Development, Pune, 10 - 15 Years, 
2230638 

The incumbents will typically provide 
direction and manage multiple projects with 
teams of Software Engineers. 


Score Information Technologies Ltd., 
GM - Finance, Gurgaon, 8 - 15 Years, 
2223402 

The candidate will be handling accounts, 
financial management, banking, costing, MIS, 
ERP, taxation etc. Key result areas will be 
techno commercial activities such as 
budgeting, excise matters. He will be the part 
of top management team responsible for 
setting policies & guidelines of the company. 


Tata Chemicals Ltd., Head - Safety & | 
Environment, Jamnagar & Surat, 
10-18 Years, 2235226 

Conducts periodic routine inspections of 
organization facilities, including branch 
campus and other off-campus facilities, for 
compliance with chemical, radiation, and 
general safety standards. Will provide 
leadership and direction to lower level 
environmental health and safety employees. 


Technical Systems Corportation, 
Manager- Purchase - AJ, Mumbai, 
10-15 Years, 2231449 

Job involves identification & evaluation of 
vendor, order processing (raising MR, 
scheduling, etc.), coordination with vendor, 
arranging dispatch etc. 


Webecome.com India Pvt. Ltd.,J 
Technical Analyst, Mumbai, 

7-11 Years, 2235129 

The person must have experience in tracking 
company performance on the bolt and 
deriving conclusions for profitable 
investment patterns and experience in in 
technical analysis of Indian stock market. 


Wipro Limited, Transition Specialist, 
Bangalore, 10 - 15 Years, 2192052 
Responsible for analyzing the application 
portfolio of the customer, slice & dice the 
portfolio for analysis and developing of 
transition plans for transfer of application 
development and maintenance 
responsibilities to Wipro. 


To know how to apply for these jobs, go to finance jobs listing page. 


Caught in the wrong job? Log on to monster.com 





monster.com 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


rive, MQ Series etc. 


le Applications 


Must have. experience with web-related 
technologies such as HTML, XML, web 


servers & database technologies like MS 


Oracle, DB2 ete. о E 


configuration & management of Clear case 


servers in aene p environment, Clear case 


Teologien | Senior 


Soleyare Engineer - Mainframe, 
Gurgaon, 3- 5 Years, 2221242 

The candidate should have strong working 
experience in development using jCL, 


COBOL, VSAM, DB2, and MVS. к 


of PL IAMS isa must. 


IPsoft India Pvt. Ltd., Oracle ons 


DBA, Bangalore, 6 - - 12 Years, 146703 


Will design and develop performance 


monitoring standards and automation. 


Responsible f for tuning, patches, and backups 
overies. Must have experience 
applications compone 
web server, Oracle Qias, 


Our sharp search engine 


finds you the right job. Always 


Basic, We 
another ap 


Patni Computer Sy 
VC++ Professionals, 

3-8 Years, 2221305 | 
He/She must posses 
сият, УС++/МЕС/ 


protocols, IPSEC, TCP 1р, 
PKlLverisignete. — 


Sena a ы 


Will design, « 
customized s 


monster.c 
Sharp search. Right jobs. 





Sales and Marketing Jobs 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Alamy Images India Рут. Ltd., Head 
of Online Marketing, 
Thiruvananthapuram, 5 - 10 Years, 
2022589 

Responsibilities include search engine 
optimization (SEO), third-party web site 
referrals, email marketing, online advertising 
etc. Project management & commercial 
software development experience is must. 
Ashco Industries Ltd., Marketing 
Manager, Other India, 5 - 20 Years, 
2231860 

The position requires managing sales & 
marketing activities, key account managment 
& customer satisfaction in additional to 
arranging seminar, training & technical 
presentations. 


Ashtech Infotech Pvt. Ltd., Sales 
Executive, Mumbai, 2 - 4 Years, 
2239560 

The required person will be involved in sales 
of enterprise IT solutions centered on 
compute, storage, networking & security, 
involving world leading brands. Experience in 
selling servers, storage and networking 
products and solutions is a must. 


Binary Semantics Limited, Search 
Engine Optimizer (SEO) / Internet 
Marketing, Gurgaon, 2 - 4 Years, 
2230757 

Candidate should have experience in internet 
“marketing, traffics management, business 
promotion, search engine optimization, link 
exchange, business exchange, PPC, online 
advertising etc. 


Desiccand Rotors International Pvt. 
Ltd., Branch Manager, Baroda & 
Guwahati, 10 - 12 Years, 1936557 
Responsible for business development, sales, 
marketing and team building. Should be able 
to provide techno - commercial solution to 
customers / clients. 


Detection Instruments, Marketing 
Assistant- Male, Mumbai & Pune, 

0 - 2 Years, 1849557 

Must have experience in handling marketing 
department's activities like preparing mailers, 
presentations, participating in 
exhibition/seminars, advertisement, database 
management etc, 


Eenadu, Manager - Marketing, 
Hyderabad, 10-20 Years, 2215211 

The incumbent should be able to demonstrate 
productive sales management, 
troubleshooting capabilities and be a source 
of inspiration for the team. 


Indiana Gratings Pvt. Ltd., Marketing 
Engineer, Chennai, 1 - 4 Years, 
2289063 

The job involves marketing of industrial 
products in southern region. Candidate will 
have to interact with consultants, contractors, 
clients and submit offers, have technical 
/ commercial discussions and close orders. 


Iris Software Pvt. Ltd., Inside Sales 
Executive, Delhi & Noida, 2 - 6 Years, 
2210681 

This executive needs to get teleconference, 
web-demo or meetings with CTO's, IT 
directors etc. for project sale. Candidate who 
have sold either hardware, software licenses, 
packaged solutions software will be plus. 


Lera Technologies Pvt. Ltd., Business 
Development Managers, Delhi, 

2-6 Years, 2221537 

Must have experience in sales of enterprise IT 
solutions like ERP, CRM, SCM, BPM etc. The 
candidate should be well versed with the entire 
sales process of enterprise solutions. Should 
be able to build relationships with clients, 
build proposals, collaterals and other 
marketing related documentation. 


National Engineering Industries, 
Marketing and Sales Engineers, 
Mumbai & Pune, 3-4 Years, 2289293 
The person should be experienced in any 
automobile industry (sales), sale of auto 
products, preferably in selling bearings. He 
will be responsible for meeting the targets for 
IE/ME collections. 


Net Technologies Pvt. Ltd., 
Marketing Manager, Gurgaon, 

7 - 20 Years, 2226373 

Responsible for marketing of non - wovens 
products in Indian sub - continent. 
Experience in handling functions like sales, 
marketing, channel management and a team 
will be preferred. 


Psion Teklogix Systems India Pvt. 
Ltd., Regional Sales Manager, Delhi, 
5- 9 Years, 2238379 

Job involves managing business in the 
assigned region, opening new opportunities 
for our product / technologies in these 
accounts, independently driving the sales 
process till negotiation level and post sales 
relationship management to drive further 
business on a continuous basis. 


Replicon Inc., Intermediate/ Senior 
Sales Expert, Bangalore, 3 - 10 Years, 
2238369 

Primary responsibility is to master Replicon's 
innovative system for selling, manage sales 
pipeline, provide focused product 
demonstrations/presentations and кыга 
targeted sales goals within a set time frame. 


Siemens Information Systems Ltd., 
BD/ Sales Manager, Gurgaon, 

5- 8 Years, 2236504 

Must have strong market knowledge of the 
Telco environment, combined with a 
comprehensive understanding of the network 
technologies, 


White October Technologies Pvt. 
Ltd., Audio Visual Technical 
Marketing Manager, Hyderabad & 
Pune, 5-10 Years, 1921174 

Will lead the technical marketing function in a 
cross-functional team for various services and 
technologies encompassing audio visual 
applications in boardrooms and ne 
generation multimedia network. * 


Winsoft Technologies (I) Pvt. Ltd., 
Marketing Manager, Mumbai, 

5-7 Years, 423707 

The candidate must have experience in IT - 
software marketing/sales and experience in 
handling marketing and promoting sales, 
presenting solutions to customers and 
generating new leads. 


Yash Pharma Int, Internet Marketing, 
Mumbai, 2-5 Years, 2183290 

Candidate must have full knowledge of 
internet marketing and must be thorough with 
all search engines, follow up with customer, 
merchant bankers, database of customers etc, 


To know how to apply for these jobs, go to finance jobs listing page. 


Turn job interviews into job offers 


An expert's touch to your resume can help 
you get a Winning Deal. Act now!!! 
To get more details SMS "RR BT" to 3636 


© monster.com 


Sharp search. Right jobs. 
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Finance Jobs 





ead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Apollo Health Street Limited, Asst. 
Manager - Finance / Accounts, 
Hyderabad, 1-3 Years, 2206343 

The role involves accounting for payables, 
receivables, general ledger, fixed asset 
accounting for US & Indian entities, financial 
& operational MIS. 


Bhukhanvala Holdings Pvt. Ltd., GM 
Finance, Mumbai, 5-7 Years, 299024 
Candidate should be well conversant in 
accounts, costing, finance, and taxation 
matters. Must have experience of 
implementing MIS systems for management 
and should have experience/exposure in the 
relevant areas of audit internal & statutory, 
taxes direct etc. 


angalore Printing & Publishing 
Company, Accounts Assistant, 
Bangalore, 0 - 1 Years, 2212967 
The incumbent will be responsible for 
maintenance of books of account of 
manufacturing and trading setup up to the trial 
balance and shall have working knowledge on 
Tally 7.2 Version, MS Office. 


California Software Co. Ltd., 
Accounts Specialists, Chennai, 

0-2 Years, 2212025 

The individual must have exposure in 
accounting practices like trial balance, ledger, 
profit & loss a/c, balance sheet, TDS, sales tax 


p Wapp Systems India Pvt. 


, Asst. Accountant, Delhi, 

5 Years, 326684 
The candidate will be handling routine 
accounts activities & RA billings/sales billing 
and will be dealing with clients and 
documenting the records. 


Entraco Power Systems Pvt. Ltd., Sr. 
Executive - Finance & Accounts, 
Nasik, 4-7 Years, 2206479 

Should be well versed with managing the 
finance with bank, institutions and accounting 
up to the preparation and submission of final 
balance sheet. Job involves maintaining the 
‘cash flow, preparation of tax accounts, 
consultation with tax, excise etc. 


Enhance the reach of your resume 


Let your resume reach 1200 Top Consultants in a click. 
to 3636. 


SMS"ER BT" 


Know more... 





E-mug Technologies Pvt. Ltd., Senior 
Accountant, Hyderabad, 3 - 8 Years, 
2201172 

Must have knowledge of sales tax, service tax, 
PF, professional tax, balance sheet, P&L 
account, payroll management, finance 
management & bank related activities. 
Knowledge of Tally is a must. 

Goodlass Nerolac Paints Ltd., Junior 
Officer - Income Tax, Mumbai, 1 - 3 
Years, 2216280 

The incumbent would be handling Income- 
tax related jobs of the company.He/She 
should posses a good working knowledge of 
direct taxes relevant to manufacturing 
company. 

InfoCepts Technologies Pvt. Ltd., 
Finance Officer, Nagpur, 2 - 7 Years, 
2210333 

The person should be able to independently 
handle the finalisation, statutory compliances 
& income tax matters. The person should be 
abreast with latest developments in 
accounting standards, company law matters & 
taxations. 


Ilantus Technologies Pvt. Ltd., Chief 
Financial Officer, Bangalore, 12 - 18 
Years, 1975878 

Leading and managing financial planning & 
forecasts, internal control guidelines & 
procedures, corporate reporting, treasury 
activities, working capital requirements, fund 
flow management etc. 

Infrasoft Technologies, Head 
Corporate Finance, Mumbai, 

12-16 Years, 2218968 

Responsible for setting up financial systems 
and budgetary control systems for internal 
control and corporate governance and 
conducting management audits to enhance 
operational efficiency and profitability. 

Mass Transfer Products & Industries, 
Accounts & Administrative Assistant, 
Mumbai, 1-4 Years, 2211672 

Candidate must have knowledge of taxation 
like TDS, excise, sales tax and ability to handle 
day to day accounting entries up to 
finalization. Candidate will be given the 
responsibility of handling administrative 
work all matters relating to export and import 
of the products. 






© monster.com % 


Sharp search. Right jobs. 


Minda Industries Ltd., CA - Cost 
Management, Gurgaon, 2 - 4 Years, 
2084962 

Responsible for payments, receivables bank 
reconciliation, liasioning and negotiations 
review of capital/revenue advance, 
automation balance sheet finalization, 
inventory control and asset managements. 


OCWEN, Assistant Manager - 
Internal Audit, Bangalore, 

3-5 Years, 2180005 

The individual will be responsible for 
performing audit planning, audit fieldwork 
and reporting. 


RSM McGladrey, Client Account 
Manager, Mumbai, 2 - 12 земе 
2207837 

The incumbent shall be responsible for al 
financial and accounting requirements for 
specified clients. This includes review and 
analysis of monthly financial statements, 
accounts payable process, reconciliations, 
institution of financial controls etc. 


Syntel Inc., Finance Executive, Pune, 

1- 3 Years, 2229323 

Job involves verification & processing of 

employee claims, final settlement of 

employees, audit support, regular accounting 

for accounts payable on a Peoplesoft / SAP / 

Oracle Apps platform, handling petty cash, 
accounting for retirals & other statutory dues 

like PF, SAF, ESI & PT. 


Transdyne IT Services Pvt. Ltd., 
Finance Executive, Hyderabad, 
0-2 Years, 1887212 


°` Will be involved in accounting functions like 


payroll, accounts reconciliation etc. 


Responsible to carry out accounts related 
statements, general expenses accounting, 
bank reconciliation statement, regular TDS 
compliances and TDS return filing. 





HOW TO APPLY FOR THESE JOBS: 


1. Logon to www.monster.com 

2. Type the job ID in the "Search Jobs" 
box on the home page 

3. Click the "Go" button 

















TRANSFORMING № 
WITH PASSION » sya diei 


Bank of Baroda is currently undergoing an exciting process of transformation. This transformation, 
which is totally tech-enabled and customer-centric, provides a lot of opportunity for young and qualified 
minds to be a part of the process and gain hands-on experience early-on in their career. 


We have openings in the areas of: 


Credit Operations = Human Resources Management = Legal 


Forex/Treasury Operations » Wealth Management = Planning 


Financial Analysis = Risk Management = Economics 


Marketi 
Project Finance патри a Estate Management 


(Engineers) = Information Technology (Civil Engineering & Architecture) 


For full details on eligibility criteria etc., 
and to apply online, please visit the Careers page of our website www.bankofbaroda.com 
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Hindustan Aeronautics Limited ٤ 











. SOAR TO GREAT HEIGHTS WITH HAL 


Hindustan Aeronautics Ltd (HAL), a Billion Dollar Company, is a premier Aeronautical Indust 





‘South East Asia, with 16 Production/Overhaul/Service Divisions and 9 co-located R&D Centres 


spread across the Country. HAL's spectrum of expertise encompasses design, development, 





manufacture, repair, overhaul and upgrade of Aircraft, Helicopters, Aero-engines, Industrial &_ 
Marine Gas Turbines, Accessories, Avionics & Systems and Structural Components for Satellites & 


Launch Vehicles. 






HAL is currently looking for senior professionals to fill up the following posts of General Managers 


= (Grade-IX) for its Divisions / Offices at Bangalore: 


* General Manager (Finance) 














* General Manager (Marketing) 
_ * General Manager (Helicopter Overhaul) 1 





The post is in the Scale of Pay of Rs.20500-500-26500 (Due for revision w.e.f 01.01.2007); The - 
minimum emoluments comprising of Basic Pay plus DA as at present is Rs.32882/-p.m. The Cost to 


Company (CTC) at the current rates is approximately Rs.12 lacs per annum. 





Further details regarding Age, Qualification, Experience requirements, Reservation, Relaxation & 
Concessions, Mode of applying, Selection Procedure, Pay, Allowances & Perquisites etc can be had 


by visiting HAL website at www.hal-india.com. 


Applications should be submitted strictly 'ONLINE' by logging on to HAL Website 
www.hal-india.com between 16-08-2006 and 30-08-2006. Applications will not be accepted through 
any other mode. The last date for submission of application is 30-08-2006. Application Fee of 
Rs.200/- non-refundable (wherever applicable), in the form of Demand Draft, should be sent to the 
Senior Manager (HRD); HAL Corporate Office; 15/1, Cubbon Road; BB.No.5150; Bangalore- 
560001. The envelope should be superscribed as 'Demand Draft' in BOLD LETTERS. 


PRESSMAN 


Games People Play 


BT's Rahul Sachitanand pays a visit to the annual gaming expo, SKOAR, for a 
first-hand feel of the nascent, but fast-growing industry. 


i : t 
Virtual life: Gamers try OU 
strategy games at SKOAR 2006 
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July 7-9, 2006 


ITH TREMBLING, 
sweaty hands, I 
look around a 
dark corner, my 
Heckler & Koch 
USP (universal self-loading pistol) 
.45 drawn, as I warily eye what 
appears to be a deserted pathway 
between the building I am standing 
in and the next, where I know there 
are half-a-dozen terrorists waiting. 
The next 10 seconds are nerve- 
racking as I cautiously nose ahead, 


ture, racing and 
riety of action, adven : 
00€ (D, whose theme was 2 Hot 2 Handle 


keeping an eye out for the armed 
terrorists I have to dispose off in the 
next few minutes. Just as I am 
beginning to feel safe, a blinding 
burst of gunfire rakes our unit, and 
we find ourselves cornered and out- 
numbered. All hell breaks loose 
over the next 30 seconds, as the 
disoriented and cornered counter 
terrorists (that's my team!) fire in all 
directions to try to stave off the 
inevitable. As it turns out, our 
bravado is of little help, and we are 
liquidated by a team of skilled 
marksmen in less than a minute. 
Fortunately for me, rather than 








deepest Iraq, I am actually at SKOAR 
2006, an annual gaming expo held 
this year at Bangalore's Sree 
Kanteerava Indoor Stadium, where 
around 50,000 others jostle for an 
opportunity to try their hands at 
myriad varieties of games. Blood 
and gore are actually lower down 
the pecking order, with visitors pre- 
ferring to queue up for a knuckle- 
whitening ride of Need for Speed. 
What adds to the attraction for 
hardcore gamers is the presence of 
computer chip, hard disk and 
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Superürat 


Brands are born in the mind. But Superbrands are born in the inner 
regions of our heart. Dainik Jagran would like to thank all its readers 
and advertisers for helping to make it а Superbrand. Dhanyavaad. 





bt reporter’s diary 






i nd: Visitors check out ga 
фек tal (L) and BenQ's latest ran 


peripheral vendors, all looking to 
hook them with an array of top- 
end products. *We have an entire 
range of gaming peripherals on dis- 
play, including mice, keyboards, 
steering wheels, gamepads and joy- 
sticks," says Moninder Jain, Director 
(South East Asia), Logitech. 

While games have for long been 
restricted to those who could buy 
consoles or game titles overseas, 
the arrival first of the Sony 
PlayStation and more recently of 
Microsoft's Xbox seems to have 
catalysed growth in the Indian mar- 
ket. At Rs 100 crore, the market 
for video games is said to be grow- 
ing at 100 per cent a year in India. 
The Sony rs stall, run by Milestone 
Interactive Software, the India dis- 
tributor for the handheld, is swarm- 
ing with gamers trying not only the 
PS, but the very nifty psp (PlayStation 
Portable) too. *Consoles are more 
fun than playing on a computer, 
since you can plug it into a large 
screen TV and enjoy better game 
play," says Gaurav Aggarwal, 15, 
who is set to junk his ps2 later this 
year when the newer PS3 hits Indian 
store shelves. 

Unlike global markets, Sony has 
something of an unchallenged 
position in India, with the Nintendo 
DS hard to come by and Microsoft 
launching its gaming consoles in 
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ge of flat LCD monitors 


India nearly a year after its 
global launch. Despite this 
headstart, Jayant Sharma, 
Chairman and CEO, Milestone 
Interactive Software, says Sony 
has à long way to go, since *90 per 
cent of all console sales in India are 
in the grey market, and we are just 
beginning to scratch the surface." 
The infancy of the Indian mar- 
ket has, however, not stopped sev- 
eral Indian vendors from also mak- 
ing a sizeable investment in the 
market. Sify, the online portal, for 
example, has created A3, perhaps 
India's first massively multiplayer 
online role playing game (MMORPG) 
that sees gamers collaborate across 
the internet on their missions. 
While this genre of gaming has 
achieved near-cult status in coun- 
tries such as South Korea, where 
broadband is pervasive, it's also 
beginning to grow in India, with 
titles such as Ragnorak and more 
recently A3. *There's going to be a 
lot more action around the 
MMORPG market in India, since the 
number of broadband users has 
increased from 100,000 last year to 
over one million today," says 
Rajesh Rao, cEO, Dhruva 
Interactive, a Bangalore-based 
games developer for the $30-billion 
(Rs 1,41,000-crore) global industry, 
besides the Indian market. 







With 100 million-plus mobile 
subscribers now in India, Rao also 
reckons that mobile games would be 
an easy and profitable way of grow- 
ing the game-playing population. 
According to some industry esti- 
mates, the Indian mobile gaming 
could grow to $100 million (Rs 
470 crore) in the next four to five 
years, given the rapid growth in 
cellular user base and increasing 
preference for high-end handsets. 
"Around a quarter of the user base 
has Java-enabled phones, which are 
required for gaming," says Rao. 

Coming back to the expo, the 
second edition of SKOAR did leave 
some visitors spellbound, but there 
were many visitors who left the 
venue unimpressed. “The games at 
the venue were at least two-three 
years old and the queues were far 
too long," says software engineer 
Vishnu S. Iyengar, who adds that 
aside from the Sony rs stall, there 
needed to be a wider selection of 
gaming gear. “There have been at 
least three new consoles that they 
could have demoed at this event 
instead of just having the dated rs," 
he argues. Organisers, take note. 8I 
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Globalisation And India 


Is globalisation good or bad? An old debate, but rekindled by two eminent writers, one of 
whom offers a recipe for globalisation, while the other warns of the chaos it may bring. 


NATION STATE ing towards chaos? Prem 


Shankar Jha is quite cer- 
By Prem Shankar Jha rain that it is. And he has also 
Vistaar Publications 


zeroed in on who’s to blame: 


THE TWILIGHT OF THE [: THE WORLD REALLY HEAD- 


Pp: 373 the forces of globalisation that 
Price: Rs 480 


are fuelled by runaway capi- 
talism, which, in turn, is 
inextricably linked to the neo- 
cons in the White House. 

But this isn't just another 
book written by a bleeding 
heart Us basher. It is one of the 
few ground-breaking analy- 
ses emanating from the non- 
western world and challenges 
many of the ideological tenets 
that most critiques of globali- 
sation take as a given. Jha is 
always alive to the immense 
possibilities that the forces of 
globalisation and capitalism can potentially unleash. 
But he's also aware of the pitfalls. It is this balance 
through most of the book that makes it such a com- 
pelling read. However, at the risk of contradicting 
oneself, this reviewer must add that there are passages 
that border on the hysterical and read like an angst- 
ridden critique of Us motives and actions. 

The book's central premise is that capitalism 
developed in four major stages. The end of each 
stage was marked by unrest, war and chaos—each 
round more devastating and destructive than the 
previous one. Over the last decade, the creeping 
collapse of the Westphalian system, the gradual roll- 
back of the welfare state (even in the West), the 
weakening of the nation state and the worldwide 
curbs on trade unions—the bedrocks on which all 
civilised societies have been built over the last 400 
years—have taken the world from one crisis to 
another. The us, as the world’s only superpower, has 
attempted to fill this growing breach by increas- 
ingly resorting to military power. 

This has led the world ever nearer to the 
precipice. Will it tip over the edge? The author 
thinks it may, unless the forces of multilateralism can 
proffer persuasion as a substitute for unilateral 
coercion that seems to be the order of the day. 
ARNAB MITRA 





to lend a compre- FROM SOCIAL 

hensive quantitative STAGNATION TO 
underpinning to the trends GLOBAL POWER 
in the Indian economy since (Volume | & II) 
Шерак The author By Arvind Virmani 

oes justice on this count, 4 

marrying economic theory Academic Foundation 
with the available empirical PP: 419 & 485 
evidence, and with rigour. Price: Rs 795 & 895 
The results of this labour 
are revealing. For instance, 
the trigger for the currency 
shortage crisis in 1990-91 
turns out to be quite dif- 
ferent from that conven- 
tionally agreed upon by 
economists, argues Virmani. 
He also provides strong 
evidence to show that the 
reform clock began ticking, 
albeit slowly, from the 80s 
and not beginning early 90s as a reaction to the 
currency crisis. Rather, the 90s witnessed an accel- 
erated pace of economic reforms. Virmani’s com- 
parative analysis of the Indian and Chinese economies 
is indeed insightful and succinct. His ability to pro- 
vide a holistic view, incorporating the behavior of ins- 
titutional processes, is splendid and well researched. 

The book is full of the author’s attempt to capture 
comparative analyses on a scoreboard, and the 
Virmani Index of Power, or УР, is a high point of this 
exercise. The index captures the economic and tech- 
nological prowess of India, China and the Us, among 
others, and draws various inferences including that of 
India becoming a global power in a few decades, pro- 
vided issues like governance are addressed. 

While the first volume of the two-part book 
interprets past events, the second one looks at the pol- 
icy tasks ahead. For instance, the extent of integration 
with global markets. Virmani argues that the degree 
of integration in short-term money markets is far 
from perfect. He also goes on to show that the gov- 
ernment effectively controls interest rates, notwith- 
standing its stand to the contrary. Clearly, Virmani 
draws from his experience in government as much as 
his training as an economist. 

BALAJI CHANDRAMOULI 


F EW HAVE ATTEMPTED PROPELLING INDIA 
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WIRELESS TREADMILL PRINTED 
FREEDOM CIRCUIT 


Wireless 
Freedom 


There’s been a proliferation of 
Wi-Fi hot spots in large cities 
across India. Team BT visited 
some of them to check out the 
people who access the net 
from these hot spots. 









































N THE LAST SATURDAY OF MAY 
this year, Rameshkumar 
Visvanath was with his fam- 
ily at Hyderabad’s Shoppers’ Stop, when 
he received an urgent message relating to a 
Fortune 100 client. The 42-year-old Vice 
President (Finance) at Satyam Computer 
Services headed for the Wi-Fi-enabled Barista 
outlet on the ground floor of the store and 
sent out an e-mail from his Imate Jasjar 3G 
smartphone giving that crucial final nod from 
his department. “These Wi-Fi hot spots are 
really a boon as they allow me to remain 
connected all the time and help maintain 
work-life balance,” he says, adding that he 
spends at least an hour every week at a hot 
spot and much more when travelling (which 
is at least seven to eight days ev ery month). 
It’s a phenomenon that’s taking root across 
the country. And as many more people take to 
computing on the go, hotel, restaurant and ret- 
ail chains are increasingly offering both paid 
and free Wi-Fi access as a value-added service 
to clients. Says Naresh Malhotra, CEO, Café 
Coffee Day: “We noticed many customers 
taking coffee breaks with their laptops 


3 “Working out of a hot spot 
à is often a necessity" 
Neha Sharma/ 
Software Engineer/ UTStarcom 


i 


B.K. RAMESH 


and handhelds and felt wireless 
internet access would be a useful 
value-add to their experience." The 
chain is rolling out Wi-Fi infra- 
structure at all its outlets, and the 
process of wiring all its stores across 
50 cities is expected to be com- 
pleted soon. Adds Rajeev Agarwal, 
CEO, Innoviti, a Bangalore-based 
telecom solutions vendor: “It’s nice 
to get out of the office and do some 
work in the comfort of a restau- 
rant over a steaming cup of cof- 
fee.” The McDonald's restaurant 
in Mumbai's Phoenix Mills also 
recently became a Wi-Fi hot spot. 
Says Mitesh Kadam, Assistant 
Manager, McDonald's: *On aver- 
age, we get two users per day." 
Hotel Krishna Palace Residency, 
on Mumbai's Grant Road, has three 
wireless zones—its 2,500 sq. ft rec- 
eption area and at The Flute and 
Sudama, its two restaurants. “Our 
bookings have risen almost 5 per 
cent since we started offering this 
service,” says Saurabh Shetty, a 
Director of the hotel. Adds Karan 
Sachdeva, a guest at the hotel: 
“Without question, this is an exc- 
ellent concept as it helps me to keep 
working from wherever I am.” The 
main draw, obviously, is that Wi-Fi 





“These Wi-Fi hot spots allow me to remain 
connected all the time and help maintain 
work-life balance” 

Rameshkumar Visvanath/ VP (Finance)/ Satyam Computer Services 


makes work location-neutral. “The 
best part is that my ‘mobile office’ 
allows me to mix pleasure and pres- 
sure,” says Satyam’s Visvanath. He 
should know, considering that his 
day typically begins at 6.30 a.m. 
and concludes (unless he decides 
not to switch off) at around 11 p.m. 

Several of these chains offer 
Wi-Fi access free, though some oth- 
ers do levy charges that range from 
the nominal to the very expensive. 
Café Coffee Day, for instance, 
charges Rs 30 for half-an-hour; 
Chennai’s Hotel Trident, on the 
other hand, charges Rs 340 for a 
two-hour package. Some Trident 
guests reportedly walk across to the 
neighbouring Hotel Radisson GRT, 
which offers this service free, to 
surf the internet. “We don’t mind as 
we feel these people could well bec- 
ome our customers in future,” says 
Vikram Cotah, General Manager 
of the hotel. The Oberoi Group, 
which runs Hotel Trident, did not 
respond to an e-mailed question- 
naire. Other hotels, though, don’t 
like publicising this service as “we 
don’t want to become internet hubs; 
we only want to offer the service to 
our guests”, according to B.V.S. 
Reddy, President of the Chennai- 


THESE PLACES 
ARE WI-FI ENABLED 


e Barista Coffee (Sion Trombay Rd) 
e Café Coffee Day (New Queens Rd) 
e McDonald's (Phoenix Mills) 

e Mumbai Airport 

• ITC Grand Maratha Sheraton 
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BANGALORE 


e IIM 


e Café Coffee Day, Secunderabad 
e Café Coffee Day, Jubilee Hills 

e Some parts of Hyderabad airport 
e ITC Kakatiya Sheraton & Towers 
e The three Taj Group Hotels 

is not an exhaustive list 
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PUNE TO BE INDIA'S FIRST WI-FI CITY 


UNE IS EXPECTED TO JOIN A SELECT GROUP OF CITIES IN THE 

world which have a citywide Wi-Fi umbrella and will 
be the first Indian city to do this. 

Anand Deshpande, CEO, Persistent Systems, one of 
Pune's larger IT firms, and a member of the committee 
advising the Pune Municipality on the implementation of 
the Wi-Fi network, says: "Pune is a growing city, and it 
has growing needs in IT. A Wi-Fi network will allow our 
Citizens to access the net anytime, anywhere." However, 
Deshpande admits that the commercial aspects of the 
plan have not been finalised yet. "| don't believe the net- 
work will be free, but we have not yet worked out the ac- 
cess and fee-related issues." he says. 

But with access over next-generation mobile networks 
guaranteeing faster speeds than over 802.11 (the Wi-Fi 
access norm), a citywide Wi-Fi network may be rendered 
redundant (unless priced cheaper than mobile networks). 













since we 


ings have risen almost 5 per cent 
started offering this (Wi-Fi) service" 


. Saurabh Shetty/ Director/ Hotel Krishna Palace Residency 


based Hotel Savera. 

A majority of users say they use 
Wi-Fi only for work. Neha Sharma, 
a sales engineer at IT consulting 
firm urStarcom India, sometimes 
uses the Wi-Fi-enabled zones at 
Delhi's India Habitat Centre (IHC) to 
access the internet on her laptop. “In 
today's environment, you have to be 
mobile; so working out of a hot 
spot is often a necessity," she says, 
adding: “I only use it for work and 
most of my colleagues also use 
Wi-Fi for work-related purposes 
only." Wi-Fi also played an impor- 
tant role in MBA placements. *We 
had a great placement season this 
year and having wireless internet 
helped us organise infrastructure 
better for recruiters and the media," 
says Madhurjaya Banerjee, an пм 
Bangalore student and a member 
of the institute’s student media cell. 

But there is, nonetheless, a size- 
able section of people who visit 
Wi-Fi hot spots to chat with friends, 
download music or send Cvs to pot- 
ential recruiters. "It's fun to sit out- 
side the office and play some music 
or just chat with friends on the 
internet. Sometimes, I also update 
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my music collection from one of 
these places," says Abhisehek 
Dhingra, a business analyst at Wipro. 

Another attraction of Wi-Fi hot 
spots is the facility they offer of 
making international long distance 
calls using Skype. It's absolutely free. 
Admits Sharma: “Гуе used it once or 
twice to make calls using voip." 

It's also a huge enabler in edu- 
cation. The IIMs and the its, of 
course, are all Wi-Fi enabled and 
have been for a while. Now, even 
relatively lesser known institutes, 
such as the Welingkar Institute of 
Management Development & 
Research (WIMDR), Mumbai, are 
jumping onto the bandwagon. 
"Since students are floating around 
outside of regular class timings, 
Wi-Fi enables them to receive mes- 
sages from professors and coordi- 
nators instantly and also access 
teaching material put up online," 
says Pradeep Pendse, Senior 
Associate Dean (Systems & E- 
Business) at the institute. Adds 
Chetan Sabharwal, a second-year 
student at WIMDR: *We have Yahoo 
groups for the entire class and all 
the students can get mails at the 


However, laptop users across the city aren't exactly com- 
plaining about the prospect of being spoilt for choice. 


KUSHAN MITRA 


same time. This is very convenient 
and keeps us all connected." 
Most users, however, have a 
major grouse. Says UTStarcom's 
Sharma: “Wi-Fi is not always reli- 
able and readily available in India. 
So, many people I know move 
around with internet access cards." 
Kanwar Digvijay Singh, a software 
engineer at Tulip rr Services, a soft- 
ware consultancy firm and a regular 
at IHC, concurs. *It's so much easier 
to surf at a Wi-Fi hot spot in the 
developed world. Here, you just 
don't have the kind of speeds that 
you have there," he says, adding: 
"The Wi-Fi culture will really take 
off in India only when there are 
greater numbers of hot spots and 
much higher speeds." Security of 
data is another issue. But these are 
still relatively early days for Wi-Fi in 
India. Just as the dial-up modem 
has been replaced by universal 
broadband access, Wi-Fi will, almost 
certainly, gain in popularity in the 
months to come. 
REPORTING BY RAHUL 
SACHITANAND, E. KUMAR 
SHARMA, AHONA GHOSH, NITYA 
VARADARAJAN & AMAN MALIK 
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RAMEN SARKAR 


A Ball With A Twist 
Hi, 
Гат a regular reader of Treadmill and I wanted some guidance regarding my 
health and fitness, 1 am in better-than-average shape but want to shed the flab 
from the sides of my waist. Could you suggest some exercises? 
Regards, Satya 
Dear Muscles Mani, 
How do I get rid of my stubborn love-handles? I do side-bends and crunches 
every day but that doesn’t seem to help. 
Sincerely, Radhika 
HESE TWO E-MAILS ARE REPRESENTATIVE OF WHAT MOST READERS WHO 
write in ask about. That’s one reason why the past few instalments of 
Treadmill have been focussing on exercises for abs. While we've 
talked about weighted crunches, leg raises and other forms of strengthening 
the abdominal muscles, this time I have yet another exercise that can prove ben- 
eficial. Unlike the others, this one needs to be done—not as a solo exercise but 
as a duo. So you need to find a partner. That shouldn’t be difficult because, 
as | mentioned, most people want to target their mid-sections. In fact, even the 
most ripped, six-pack owner would want to retain that rare condition. So, with- 
out further ado, let's cut to the chase. Or, the twist. Because the exercise Fm 
talking about this time is called the Seated Twist. 

You'll need a medicine ball for this. This is a weighted leather ball, 
somewhat smaller than a football but larger than a 
tennis ball. If you can’t get one easily, you could use 
a moderate weight, say 15 Ibs (around 7 kg). For 
the exercise, the two partners sit at either end of a 
bench with their backs towards each other and legs 
straddling the bench and feet flat on the floor. 
Partner 1 holds the medicine ball with both hands. 
Both partners then rotate their torso (upper body 
till the waist) to the same side. Partner 1 hands the 
ball to Partner 2. Now, both partners twist their tor- 
sos to the other side and Partner 2 hands over the 
ball to Partner 1. This sequence is repeated again in 
the opposite direction. Begin slowly, before step- 
ping up the speed to do as many repetitions as you 
can for a set. Do three sets of these. 

Much that I dislike jargon, I need to mention 
that this is a plyometric exercise. In plyometric exercises, muscles are con- 
tracted eccentrically and then, immediately, concentrically. In plainspeak, they 
are quickly alternated between stretches and contractions. Besides strength- 
ening your oblique (side) muscles around your waist, this exercise also 
improves flexibilities. You may have seen athletes and sportspersons do this 
exercise. I think it’s a good exercise to incorporate into your abs routine. 

Гуе mentioned here before that I’m not a great proponent of weighted 
side-bends—an exercise in which you hold dumb-bells and, while standing 
on your feet, bend to either side. Side-bends with heavy weights can bulk up 
the sides of the waist and give you a chunky, square appearance (ugh!). Seated 
twists seem to work much better. So get a partner and a ball and get going. 

MUSCLES MANI 
write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations, Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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Hack Your Way To Happiness 


Here are some simple tips to making your computer more obedient to your commands. 


ACKING COMPUTERS. BEGAN AS A WAY FOR 
Н“ to enhance the performance of 

their machines. Lifehacking is quite a simi- 
lar concept; you make small, subtle changes in 
your life, and given that your life probably revolves 
around electronics and software, most of these 
changes are based around the software and the 
technology you use. Small technological changes— 
a keystroke here, a new program there—can con- 
siderably reduce the time you spend on certain 
tasks and can also reduce your stress levels. In this ar- 
ticle, therefore, we will give you some tips to hack 
your way to a better life. 


First tip: Get Google Desktop Search, a tremen- 
dously capable program (and the single biggest time- 
saver in case your computer is cluttered) that allows 
you to search even for a string of words inside a 
document on your computer. For example, your 
Microsoft Outlook will be full of hundreds of old 
mails sent ages ago, but what if you want to find that 
one mail you sent your colleague some time ago? 
Google Desktop allows you to search for e-mails in 
both Ms Outlook and your Gmail account using 
operators such as “To:”; “Subject:”; “From:”; “Сс:” 
and “Всс:”. Even better if you remember what the 
mail was talking about and who it was from; you can 
then search for the string—like I would search for 
something like this, “Brilliant From: Editor”. If you are 
searching for a specific file type in a specific folder, you 





can also use the ‘under’ operator—so your search 
query might look like this—"Filetype: PDF under 
C:\Documents and Settings\Kushan\”. Google desktop 
is available from www.google.com/desktop (it's 
free to download, in under 10 minutes on a 
broadband connection). 

If you are the sort of person who likes keeping a 
lot of lists—to do’s, expense lists or even grocery lists, 
what you should do instead of using a fancy word 
processor is to use a simple text editor. Why? Well, 
TXT files can be easily ported to your phone and they 
are readable on virtually every computer in the 
world and on any operating 
system. And for all you know, 
there is already a basic text 
editor on your computer. 


AutoHotKey: A hotkey is a 
term used for a sequence of 
keys on any program that will 
perform a particular task. For 
example on Firefox, 
Control+T opens a new tab 
and if you have the 'Showcase' plug-in installed 
F10 showcases all open tabs in one window. But 
AutoHotKey goes one step further; it allows you to 
automate functions in Windows and other programs. 
For example, when you are dealing with repetitive 
e-mails, you can easily program your computer to 
send a simple reply at the press of a few keystrokes. 
Download from www.autohotkey.com. 

Say, you're the sort that likes clicking pictures and 
sending them to all your friends. Well, there are 
tens of tools out there that make this task easier. 
Google Picasa and Adobe's new Lightroom soft- 
ware may not be as good as Photoshop, but they 
allow you to easily touch up your image, remove the 
red eye and alter the colour range. Then, instead of 
mailing your picture and clogging up your email 
server, you can get a service such as Flickr to host 
your images. Visit: www.adobe.com, 
www.google.com/ picasa, www.flickr.com. 

There are tens of ways to save time; these are just 
a few tips and tricks and some software that you can 
use. www.lifehacker.com comes out with regular 
tips and tricks to hack your life and make it so much 
more fun. Happy hacking! ш 
KUSHAN MITRA 
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No Lemon, This \ 


PATU KESWANI ОЕ LEMON TREE JUST CAN'T 
stop grinning. His Gurgaon-based two- 
hotel chain has received Rs 210 crore from 
private equity giant Warburg Pincus for a 27 
per cent stake in it, valuing his four-year-old 
outfit at Rs 778 crore. That’s not all, 
though. Keswani, 46, a former Indian 
Hotels executive, has also sold 27 per cent 
in his low-budget chain, Red Fox Hotels, to 
Warburg for Rs 70 crore. “Think of the car 
market two decades ago and how it opened 
up, the hotel business in India is poised 
for similar growth,” says Keswani. What’s he 
going to do with the money? Invest it right 
back in Lemon Tree equity. 





Entrepreneur Makers 


WHAT DO ENTREPRENEURS WHO’VE BEEN THERE, DONE THAT DO 
when they sell their ventures? Why, help others become ent- 
repreneurs. That’s precisely what AVNISH BAJAJ, who sold his 
baazee.com to eBay, and SANJEEV AGGARWAL, who sold his ВРО 
Daksh eServices to IBM, plan to do. Last fortnight, both Bajaj, 35, 
and Aggarwal, 45, announced they were turning vcs with the 
launch of, respectively, Matrix Partners India and Helion. Bajaj 
has partnered with ex-Sequoia Capital India honcho Rishi Navani 
and Matrix Partners of the Us for a $150-million (Rs 705 crore), 
multistage, multi-sector fund, while Aggarwal has joined Ashish 
Gupta’s (of Junglee fame and partner at California-based 
Woodside Fund) new Helion Venture Partners. “For those 
seeking only money and nothing else, we are not the right 
fund,” declares Bajaj of Matrix. As for Aggarwal, Helion “expects 
to close its first few deals in a few weeks”. Quick work. 





A Brand New Itinerary 


AS IT TURNS OUT, ASHWINI KAKKAR DIDN'T HAVE TO STAY AWAY FROM THE TRAVEL 
business for too long. Six months after he quit Thomas Cook India as Managing 
Director, Kakkar, 52, has bought a 75 per cent stake in East India Hotel’s (read: 
Oberoi) Mercury Travels. “I expect Mercury to become a premier travel company, 
with a brand identity separate from that of Oberoi Hotels,” he says. To start with, 
Kakkar, who’s also the Chairman of World Travel & Tourism Council, has 
planned a four-fold growth strategy for Mercury. Next year alone, he hopes to 
achieve a 50 per cent jump in the 60-year-old firm’s transactions by using customer- 
friendly technologies such as the internet. By 2010, he wants to make it the #3 travel 
firm. That’s one notch to climb every year for the next four. 
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So True. So Blue. 








Still On the Prowl 


EVER SINCE RANA TALWAR, 58, TURNED ENTREPRENEUR AFTER 
quitting Standard Chartered as its global CEO, he’s been on an 
acquisition spree. His Sabre Capital bought Centurion Bank from 
Dev Ahuja and followed it up with a merger with Bank of 
Punjab. Now, Talwar, who is also part owner and Chairman of 
Lotus India AMC, a joint venture of Temasek’s Fullerton Fund 
and Sabre, is said to be eyeing the asset management space. 
Talwar wasn’t available for comment, but Standard Chartered 
AMC (a mutual fund) is said to be on Lotus’ radar. (StanChart 
denies the reports.) In an industry already packed with 30 
players, Lotus may have to pay a premium to realise its goal of 
Rs 25,000 crore in assets over the next three-to-five years. 


Jason Ader Checks In 


JASON WHO? FORMER TOP BEAR STERNS 
gaming analyst, and now founder and 
head of New York-based hedge fund, 
Hayground Cove. ADER’s India Hospitality 
Corp. recently raised $100 million on 
the London Stock Exchange to buy hotels 
in India. In the past, Ader has indirectly 
invested in India, but for this task he has 
roped in Hero Group’s Pawan Munjal and Tourism Ministry’s 
Rajeev Talwar as IHC board members. “We are looking at small 
companies that want to use our LSE platform to be public and 
access up to $600 million in equity and debt capital to build out 
their business models,” says Ader. Hoteliers, wait for a call. 
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Switching Sides 


IT'S THI OF THE DEAL TA 
but ASHISH GUHA is excited just the sam 
“It’s not rocket science, 


OTHER SIDI 


it’s about man 
agement,” says the 49-year-old investment 
banker on moving from Ambit Corpora 

Finance, where he was a partner, 
In | 
new role, Guha, who's also done a stint 


HeidelbergCement as the India CEO. 


with Lazard India, will oversee the Germa 

major’s business interests in India, includ 
ing its operations through JVs and acquis 

tions. HeidelbergCement recently picked up 
a 51 per cent stake in Mysore Cement for 
about $100 million (Rs 470 crore). “First 
we will focus on doing business with prof 





its and then aim at grabbing market share, 
says Guha. Looks like Guha’s already got 
his priorities right. 


AN MEHRA 





AGRAWAL, AMAN MALIK, PALLA 
AMIT MUKHI 


So True. So Blue. 








BHASKAR PAUL DESIGNATION: Exec Chairman 








Wows agga . COMPANY: Vedanta Resources 
А А Self-made Billionaire 
б " Y | y 
© 
170111 EVERAL BUSINESS TYCOONS AND MAHARAJAS HAVE ENVISAGED AND ENDOWED UNIVERSITIES, BUT 
E no one has ever proposed anything on this scale. Vedanta Resources Chairman Anil 
bn cines Agarwal has recently signed a memorandum of understanding with Orissa Chief 
— a Minister Navin Patnaik to establish Vedanta University in the state with an endowment of $1 
Introducing billion (Rs 4,700 crore) from his personal resources. Agarwal is hoping that his dream university 
Ben Savi will produce tomorrow’s Nobel laureates, Olympic champions and community leaders and 
NES emt also spawn an education and research eco-system a la Stanford University and Palo Alto. 
d E Agarwal, who started his business career in Mumbai more than three decades as a metal 
scrap trader, now presides over a $1.9-billion (Rs 8,930-crore) global metals business with 
Simply enroll your operations in India, Zambia and Australia. His career really took off in 1983 when he bought 
Group of five or more a mothballed copper cable plant in the US and shipped it back to India. Thus was Sterlite 


Industries born. Over the next two decades, Agarwal steered this company into the ranks of 
the leading metals companies in India. His next break came in 2000 when he bought 
Balco when it was privatised. This deal was greeted with litigation, strikes and political agi- 
tations. But Agarwal, displaying a politically savvy management style that few thought he pos- 


employees onto our 
GroupSave postpaid 
plan. And enjoy this 


rate on all local, STD & sessed, gradually overcame the opposition to the deal. This was followed in quick succession 
outgoing Roaming calls by his buyout of Hindustan Zinc (again from the government) and the consolidation of all 
within the group his holdings into Vedanta Resources and its listing on the London Stock Exchange. 


He has had his brushes with controversies, too. The entire privatisation process involving 
Balco and HZL was strewn with all kinds of allegations. But none of them could be proved. 
Vedanta has now embarked upon a $2-billion (Rs 9,400-crore) expansion programme 
which he hopes will catapult it into the ranks of the top global players. His ambition, according 
to reports, is to position Vedanta in the same league as British MNC Anglo-American. 
Given his achievements, only the very foolhardy will bet against that. Ш 

KAPIL BAJAJ 
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Inthe eight months he's 
been in the comer room, 
Ranbaxy’s Malvinder 
Singh has snapped tp 


five DUsinesses abroad. 
But that s just one part 
of the drugs piantthe 33- 
year-old wants to build; 
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Nortel : The Leader in 
Communication Technology 


« #1 in Converged Telephony, Q1-2006, 
Canalys 


• #1 in Optical Networks, Q1-2006, 
Dell'Oro 


• #7 Carrier VoIP. Q1-2006, Dell'Oro 


». #1 in Interactive Voice Recording, 
2005, Frost & Sullivan 


« #1 Multiservice Port, 2005, Synergy 
^ Leader in Gartner Magic Quadrant 
for Unified Communication, 2006 


« Leader in Gartner Magic Quadrant for 
‘Contact Center infrastructure, 2006 


Whether you are building a Data Network, a Contact Center, 
or a Unified Communication Infrastructure, уои аге bound 
to have your concerns about quality, costs; and security. 
Concerns that we understand and share. Because we 
have been shaping the evolution of communication for 
over acentury. 


Nortel solutions power the globe's top 25 service provider 
networks and 9 out of 10 Fortune 500 companies use 
Nortel. In India, Nortel’s enterprise solutions are sold and 
supported by a network of channel partners, who can be 


accessed at: http://www.nortel.com/locator. 


Need a world-class voice & data network that fits 
your budget? Get in touch with us today, Call: +91-80- ye 


66278100. Or email us at: shubhra@nortel.com. 


CONNECT WITH THE LEADER. 
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From The Editor 


IGHT MONTHS BACK WHEN MALVINDER SINGH, 33, WAS 

appointed Managing Director and CEO of Ranbaxy 

Laboratories, one of India's leading pharmaceuticals 
companies, nearly a year before it was expected, there was 
scepticism about his succession, the common criticism 
being that his move into the top position was because he 
was a scion of the promoter family—Singh being the 
elder son of Ranbaxy-builder, the late Parvinder Singh who 
passed away in 1999, Singh filled the shoes of Brian 
Tempest, a professional manager who had been running 
the company since 2004, Tempest's tenure was shortened 
by almost a year when Singh took charge last January. 

While there is no denying the fact that Singh is 
where he is because he is a scion of the promoter family, 
not everyone may have expected him to get off the 
mark as spectacularly as he has. In less than eight months, 
Singh has pulled off five global acquisitions and is well on 
his way to making Ranbaxy a $2 billion (Rs 9,400 crore) 
company by the end of 2007. Our cover story by Assistant 
Editor Archna Shukla provides an in-depth account of 
how Singh is stepping on the gas pedal at Ranbaxy. 
Even those who think Singh is in Ranbaxy's corner 
room thanks only to lineage are 
wrong. Singh didn't merely walk into 
his late father's shoes. He came up the 
hard way, starting his career at 
Ranbaxy at the bottom rung, as a 
management trainee in 1994 and 
moving steadily up. In July 1999, 
after his father succumbed to cancer, 
Singh didn't immediately become a 
shoo-in for the top job. Instead, he 
worked under two CEOs before finally taking charge. 

But in a fiercely competitive industry, Singh has 
many challenges to face, both in Ranbaxy's bread-and- 
butter generics business and new drug development. In 
some ways, Singh’s succession at Ranbaxy reminds me 
of another young scion, Kumar Mangalam Birla, who 
was pitch-forked into the top job when his father, the 
founder of the Av Birla Group, Aditya Birla died in 
1995. Birla then was just 28 and had a vast conglom- 
erate to manage. There was enough scepticism then too 
about what he would be able to achieve but since then, 
Kumar Birla, now a 38-year-old veteran, has swiftly 
silenced his critics with his achievements. In the coming 
years, all eyes will be on Malvinder Singh to see what he 
makes of the legacy he has inherited. 

The Business Today Special in this issue is a survey 
of India's small and medium enterprises (SMEs), which 
account for 6 per cent of the GDP, 34 per cent of 
national exports and employ 30 million people. Why 
then are India's SMES still struggling to find their feet? 
ГЇЇ let you find the answers inside. 
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Follow Your Dreams 
YOUR COVER STORY 
Companies is both interesting and 
encouraging. It proves that one 
need not be in the West to imple- 
ment a “cool” idea and make a suc- 
cess of it. | wanted to start my own 
web-based company, but, unfortu- 
nately, found it difficult to do so. | 
gave up the idea and started pursu- 
ing my Ph.D at irr, Kharagpur. This 
article will encourage young ent- 
repreneurs to pursue their dreams 
and turn them into reality. 

SYED NASIMUL ALAM, through e-mail 


COO! 


It’s Not Always About The Big Idea 
COMPANIES SHOWS THE 
triumph of opportunities over 
ideas. It is a testimony to the skills 
and spirit of a new India—find 
your niche and generous rewards 
will follow. You don’t need the 
Big Idea; a thousand concepts are 
ready to bloom. 

TRIPTA BEDI, through e-mail 


COO! 


Cool Is Hot 

THE ENTREPRENEURIAL SPIRIT OF 
people behind the Cool Companies 
(Br, August 27, 2006) is really laud- 
able. From chip-making to catering, 
the men and women behind these 
companies have drawn ideas from 
everywhere. Each story demonstrates 
how simple business ideas, perhaps 
scoffed at and disregarded by many, 
have turned out to be money-spin- 
ners. With venture capitalists scout- 
ing for new ideas, we need more of 
such enterprising men and women 
to create more cool companies. 


J RAJASEKHAR, through e-mail 


Good Read For Students 
I AM A MANAGEMENT STUDENT AND 
Cool Companies provides for a 
great read and motivates one to 
think differently. There is no dearth 
of intellectual capital or opportunity 
in our country. What we need is 
more IITs and IIMs to nurture and 
groom young entrepreneurial talent. 
SHINE JOSE MANJOORAN, through e-mail 


Leave The Private Sector Alone 

WITH REFERENCE TO WHY RESERVA- 
tion Is Not The Answer (BT, August 
27, 2006), my concern is should 
we do to the private sector what 
we have done to the government 
sector? There are key differences 
between the two sectors. The pri- 
vate sector deploys resources, be it 
financial, technical or manpower, 
for a set commercial objective, 
which, in turn, is intrinsically con- 
nected to the economic develop- 
ment of the country. The private 
sector is not there for the purpose of 
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charity. By interfering with the 
autonomy of the private sector, we 
could be harming the performance 
of such companies and that of the 
economy in the long run. 


BAL GOVIND, through e-mail 


Correction 

FINANCIAL OBJECTS SET UP ITS OFF- 
shore development centre in 
Bangalore in September 2003 and 
not five months ago as reported in 
The Accidental Silicon Valley (BT, 
August 13, 2006). 

The error is regretted. 
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bt editorials 


FAWZAN HUSAIN 


Question of Leadership 


HEN FAMILY-MANAGED BUSINESSES MOVE INTO 

X their second or third generation, they invari- 
ably end up confronting an overwhelming issue: That 
of succession and leadership. Most of the times, the fam- 
ilies manage to deal with it without causing any dam- 
age to their businesses. Many other times, nasty splits 
take place that hurt their businesses, even if in the 
short run. That issue is set to become even more deci- 
sive for business families. When the economy was 
protected and entry barriers high, businesses could 
split without having to worry about things like 
economies of scale in everything from R&D to manu- 
facturing to marketing. Product-starved consumers 
were more than willing to pay for their inefficiencies. 

Over the last several years, the scenario has altered 
dramatically for India's family businesses. They must not 
only manage local competition, but also fend off global 
giants; they must globalise just like their competitors, 
and that means fighting global battles for M&As, setting 
up manufacturing facilities overseas, penetrating mar- 
kets abroad and dealing with complex product and serv- 
ice liability issues, and IPR. In such a scenario, the issue 
of succession becomes even more significant. The first 
question that families need to ask themselves, of course, 
is whether ownership should be extended to day-to-day 
management. Should the son or sons succeed the father 
just because they have the right genes, but not necessarily 
the right competencies? 

Some of the large family businesses that have had to 
deal with this issue in the recent past have managed it 
remarkably well. Take the case of the business family on 
our cover this issue. When the man who turned 
Ranbaxy into a pharma powerhouse, Parvinder Singh, 
died in July 1999, his two sons were relatively young: 
Malvinder was 27 and Shivinder, about two years 
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The right currency: No MNC phobia, please 
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The story of scions: From inheritance to competence 


younger. He wasn't about to risk the future of his 
fast-growing pharma company, which already had a 
clear vision of being a global player, by handing over the 
reins to a young Malvinder. Therefore, he handed 
over the baton to his able executive D.S. Brar. It wasn't 
until January this year that Malvinder was made MD and 
CEO, having proved himself in a variety of roles. The 
Bajajs of Bajaj Auto did something similar. Long before 
Chairman Rahul Bajaj made his elder son Rajiv the MD, 
he entrusted him with a staggering task: Of saving 
the scooters company from obsolescence by getting into 
motorbikes. A task that Rajiv has since accomplished 
admirably. Apart from proper succession planning, 
what helps is giving business scions first-rate education 
(For instance, Singh went to Duke Univeristy and 
Bajaj to Warwick). In a globalised world, global cre- 
dentials is something else corporate stakeholders, and 
not just shareholders, will expect of their leaders. 


A pios RANDOM EVENTS ARE SLOWLY FALLING INTO A 
pattern. And the trend seems rather alarming. Is 
India becoming a difficult place for multinational 
corporations to operate in? And is a subterranean 
MNC phobia creeping into the national discourse? 

Before one dismisses this theory as a Don 
Quixotesque charge at the windmills, let's look at the 
facts. Six states have banned or restricted the sale of 
Coca-Cola and Pepsi Cola on the ground that they 
allegedly contain unacceptable levels of pesticides. 
The controversy has come in handy for the usual cabal 
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of bleeding hearts, habitual MNC bashers and sections of 
the political class; they are now trying to whip up a 
1970s-style campaign against the entire MNC fraternity. 

Fortunately, the vast majority of Indians no longer 
have time for such rhetoric, and the motivated breast 
beating could have been dismissed as a random event 
sponsored by a fringe group. But analysts, typically, look 
for patterns and trends. And the Finance Ministry, 
the supposed engine of the globalisation process in 
India, has provided just that. The Income Tax 
Department has filed a Special Leave Petition in the 
Supreme Court challenging the decision of the Authority 
for Advance Ruling which exempted Us investment 
bank Morgan Stanley’s global profits—attributable to 
its operations here—from the purview of Indian tax 
laws. If the i-T department succeeds in its appeal, all 
captive business process outsourcing units in India 
will be liable to pay taxes on a portion of their global 


profits in India. And if this happens, there can be no 
doubt that most will prefer to. wind up their operations 
here and head for more hospitable countries. Then, the 
Reserve Bank of India held back approval for Naina Lal 
Kidwai’s appointment as head of HSBC India on the 
alleged grounds that her position as a director on the 
board of Nestle sa could create a potential conflict of 
interest. Several top industrialists are, or have been, 
members of RB's Central Board of Directors. If this does 
not lead to any conflict of interest, it is difficult to jus- 
tify the argument in Kidwai’s case. Was the objection 
motivated by HSBC's MNC pedigree? 

Greater FDI inflows are absolutely sine qua non 
for the country's economic future. The world has just 
begun to view India as a reliable business partner. But 
that can change in a matter of months. Global opin- 
ion is a very fragile thing. The last thing In India needs 
is to be labelled MNC-phobic. 








What? $ Next for Murthy 


HEN, FOR A FIRST 

act, you have co- 
founded India’s best- 
known and most res- 
pected IT services firm, set 
new standards in finan- 
cial reporting, corporate 
governance, and people 
management, and .acq- 
uired a well-deserved 
reputation for adhering 
to the straight and the 
narrow (even if this 
meant making powerful 
enemies), what could 
possibly be in store as a 
second act? In the case 
of N.R. Narayana Murthy, 
who, on turning 60, stepped down from all executive 
positions (including that of Executive Chairman; he 
continues to be non-Executive Chairman), the short 
answer is that nothing he does from now on—even 
if he, to revive an old rumour about the presidency of 
India—will ever be as significant as what has come 
before (and knowing Murthy, he is probably 
extremely pleased at that). 

Still, it would be a pity if the government, the rest 
of India Inc., and the world at large chooses not to use 
Murthy. True, the man has his failings (who doesn’t?); 
he is self-admittedly impatient and some people find the 
fact that he has a view on everything mildly irritating; 


Infosys’ Murthy: What now? 
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yet, he boasts a high-level 
of integrity, is a brand 
within the country and 
without, and is very very 
intelligent. He is also a 
man who does what he 
says he will: he stepped 
down from executive pos- 
itions at 60, something 
that not too many other 
Indian execs and promot- 
ers would have done. 
Murthy will likely find 
something to do: he has 
always wanted to teach 
and the Infosys Leadership 
Centre at Mysore will be 
happy to have him; the 
Confederation of Indian Industry, cu, and India's 
National Association of Software and Services 
Companies, NASSCOM, should be happy that there is now 
the chance that they will get more of his time; and as 
non-Executive Chairman he will probably continue 
to ask the same kind of penetrating questions about the 
running of Infosys that he did when he was Chairman. 
The United States has a long history of picking 
current and former executives from the private 
sector for public posts. Will the government of 
India take Murthy, warts and all, and put him to 
work on something he is really good at (and the man 
is good at several things)? Ш i 
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Trends 


Is An Asset 
Bubble Forming? 


No. RBI’s rate hikes will ensure that it doesn’t. 
AMIT MUKHERJEE 





Going north: Property prices, among other things, continue to rise 


АРАМ, IN THE 1980$, WAS A GREAT PLACE TO BE IN. ASSET PRICES WERE 
К ahead, as was demand; money supply and credit offtake was also 

on the rise; and this economic expansion, it was being predicted, 
would continue almost indefinitely. Then, reality struck. The “boom”, it 
transpired, was fuelled by an asset bubble that finally burst in the early 90s. 
Property prices plummeted and a decade-long recession followed. The 
country is emerging out of its shadows only now. 

There are eerie similarities with the situation in India today. Property 
prices, bullion, stocks (albeit to a lesser extent than was the case three 
months ago), the cost of living (though not the inflation rate, but that’s bec- 
ause of statistical jugglery by the government), the cost of money and 
demand for all the assets mentioned above are all going up. But the 
most elementary laws of economics tell us that price and demand cannot 
keep moving in tandem for any significant length of time. Something has 
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The fortnight's burning question. 
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| Pee is one of the norms in the 

Reserve Bank of India's rule- 
` book which is completely inc- 
ompatible with the reality of 

| today's globalised economy, and 

. should be given a burial. You 

` сап own a bank and sit on the 
board of another company. So, 
why can't you head a bank and 
do the same? 


Yes. Shardul S. Shroff, Managing 
Partner, Amarchand Mangaldas 
If the possible conflict of interest 
can be resolved to the satisfaction 
of the regulator, there is abs- 
olutely no reason why a person 
should not become the head of a 
bank and sit.on the board of ano- 
ther company at the same time. 


COMPILED BY KAPIL BAJAJ 
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to give, sooner rather than later. So, is the long awaited correction 
just around the corner, or, more scarily, is the Indian economy 
entering bubble territory? 

Before answering that question, here’s a concrete example: interest 
on home loans has moved up from 7-7.5 per cent a year ago to 
9-9.5 per cent now. This means a borrower with a Rs 15-lakh 
loan (tenure: 15 years) now has to shell out Rs 1,800 more per 
month than he had to a year ago. Where will this money come from? 
And for how long can consumers keep bearing this with a smile? 
Already, banks like HSBC are seeing a slowdown in home loan dis- 
bursals compared to six months ago. That is only a starting point. 
Higher interest rates will increase the holding costs of people who 
have bought real estate for investment or speculative purposes. 
The scenario may turn ugly if several such owners turn sellers and 
hit the market within a short span of time. 

Economists, however, insist it’s business as usual. “The increase 
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in the lending rates is quite realistic and is more sustainable in the long 
run," says T.K. Bhaumik, Chief Economist, Reliance Industries. 
"Earlier, because of the liquidity overhang, banks were offering rates 
that were unsustainable in the long run.” 

But a Business Confidence Survey by the Federation of Indian 
Chambers of Commerce and Industry (FICC) for the first quarter pub- 
lished this month (August 2006) rings warning bells as high oil prices 
and hardening domestic interest rates squeeze profit margins and put 
investments plans under pressure. 

“Corporate India is clearly concerned about its near-term per- 
formance on all operational parameters namely sales, selling price, 
profits, investments, employment and exports," says the FICCI sur- 
vey. “There has been a strong moderation in the views of the 
Indian industry with regard to economy-, industry- and firm-level per- 
formances," the report adds. The outlook on investment suffered a 
decline, too; only 50 per cent of the respondents projected an increase 
in investments in the next six months compared to 65 per cent in the 
previous survey conducted in 2005. 

The Reserve Bank of India, meanwhile, is keeping a wary eye 
on the real estate market and is going slow on clearing foreign in- 
vestment proposals in the sector. Its rate tightening programme also 
clearly points to efforts at cooling an overheated asset market. This 
may be just the prescription to prevent the formation of an asset 
bubble. But it will have to walk a tightrope. The last thing it 
wants is to price money out of the market and slow down loan-fu- 
elled consumption and investments. Says Anjan Roy, Advisor, 
FICCI: *As long as the economy continues growing, minor changes 
and fluctuations can be taken care of." 
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Q&A 


“We Will Adopt 
The Villagers" 


ATA STEEL HAS DECIDED TO 
"adopt" the people who will be 
displaced by its proposed steel 
plants in Orissa, Jharkhand and 
Chbattisgarb. Its Managing Director 
B. Muthuraman discussed the issue 
with BT’s Ritwik Mukherjee. Excerpts: 


What prompted you to think on these lines? 
Most rehabilitation and resettlement 
(R&R) efforts in the country have not 
been implemented to the satisfaction of 
the displaced people. So, we have dec- 
ided to give a commitment to the dis- 
placed people that we will improve 
their quality of life by making them a 
part of the Tata Parivar. 


What exactly do you mean by the term 
"adopt"? 

We will employ those who have the 
requisite qualifications; those who can 
be trained will be trained to make 
them employable; some will get help 
to gain self-employment. We will mon- 
itor each family’s income at regular in- 
tervals and ensure that their income 
levels go up after the displacement 
from their original homes. 


How many people will be brought under 
this new programme? 

We will try to ensure that there is 
minimu displacement. In Orissa, this 
figure could be 500-600 families. In 
Jharkhand and Chhattisgarh, the 
numbers will depend on the land we 
are allotted. 
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Art against loan: Husain's work (above) is readily accepted 


Banking On Art 


Paintings can be used as collateral. 


NE CAN NOW BANK ON ART—LITERALLY. SOME 

of India's biggest banks have begun accepting 

art as collateral against loans. *The Indian art 
market is buoyant because of huge foreign interest. 
And financial institutions are trying to gain an un- 
derstanding of the art market," says Sujan Sinha, Vice 
President (Retail Assets), uri Bank, which has 
advanced loans against artworks. Works by artists like 
M.F. Husain, F.N. Souza, S.H. Raza, J. Swaminathan 
and Tyeb Mehta, among others, who are well known 
in the auction circuit, are readily accepted by banks 
as they can be easily valued and, in case of default, 
can be readily disposed off. 

“While the diversity of artists is an important aspect, 
the track record, experience and financial position 
of the art house evaluating the work also play an 
important role," says Sunil Gulati, Group Head (Risk 
Management and Corporate Development), Yes Bank. 
Loan amounts against artworks can vary between Rs 5 
crore and Rs 20 crore depending on the size of the inv- 
entory offered as mortgage and the financial credibil- 
ity of the company seeking the loan (individuals and art 
houses or galleries too are eligible). 

“The whole concept of providing financing against 
art is at a nascent stage in India and future development 
will depend on the experience over the next few years. 
It's still an emerging area and we need to gain better un- 
derstanding and experience before scaling up,” says a cau- 
tious G.V. Nageswara Rao, CEO (Commercial Banking 
SBU), IDBI Bank, which has also debuted in this market. 

Art house owners are naturally ecstatic as it allows 
them to raise money against their stock in trade. “It is 
definitely a positive step towards building trust between 
financial institutions and the art world. The momen- 
tum Is strong and significant growth is inevitable,” says 
Neville Tuli, Chairman of Osian's, which recently 
raised loans against its art collection for financing its 
working capital requirements. 

PALLAVI SRIVASTAVA 
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Coming Of Age 
The outdoor ad space is getting organised. 


UTDOOR ADVERTISING IN INDIA MAY FINALLY 

be coming of age. There are several reasons 

for this. For one, the definition of *outdoor 
advertising" has undergone a rather dramatic change. 
*Any advertorial content displayed at any contact 
point outside the home comes under the purview of 
this term now,” says Sandip Vij, President, Optimum 
Media Solutions (OMS), the media specialist division of 
Mudra Communications. Adds Soumitra Bhatta- 
charyya, CEO, Madison Outdoor Media Services 
(MOMS), the outdoor advertising arm of Madison 
India: “People are now spending more time out- 
doors." The implied meaning: ads are simply going 
where consumers are. 
The outdoor medium, 
in fact, has always had 
the reach and is also, 
arguably, among the 
cheapest vehicles 
available. The major 
constraint, though, 
was quality. The evo- 
lution of large format 
digital printing solved 
that problem and 
now, even high-end 
marketers, are turning 
to the outdoor adver- 
tisement segment. 

Attitudes and tech- 
nology aside, the pro- Consolidation: That's the buzz 
liferation of the costs in the outdoor ad world 
associated with the 
broadcast media has probably been the single biggest 
driver of growth for the outdoor advertisement seg- 
ment. *The outdoor medium has emerged as a sig- 
nificant alternative to satellite Tv channels and the print 
media," says Bhattacharyya. 

But historically, this segment has been controlled 
mostly by small-scale and local-level hoardings com- 
panies and is, therefore, highly fragmented. But over 
the last year, some consolidation has started in this 
space. Agencies such as Kinetic (the newly formed out- 
door media buying arm of the wep Group) and 
Primesite (promoted by Mudra) are making significant 
inroads into this sector. The main attraction, obviously, 
is that it accounts for about 7 per cent of the Rs 
13,800-crore Indian advertising pie and its projected 
annual growth rate of 15-20 per cent. 

AMAN MALIK 
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Time For A Breather? | 


PINAKI PAUL 


The I-banking sector is facing some rough weather. 


suddenly facing a squeeze after a three-year-long dream run when 
mandates, commissions and profits were all in gravity-defying 
mode. The turnaround in fortunes was quite dramatic. The May 11 
crash in the stock market forced several promoters to hold back their 
proposed public offers, and life has not been the same since. The world- 
wide rise in interest rates is also playing spoilsport. *There is a lull in 


the IPO (initial public offer) 
PAST market and acquisitions 
PERFECT 


[= TIME FOR A REALITY CHECK. THE INVESTMENT BANKING SECTOR IS 


25,526 


abroad have also slowed 
down a bit,” says an I-banker. 
Fees, too, are heading south. 
“It is as low as 1 per cent for 
the bigger 1р0,” he adds. The 
now delayed Rs 13,000-crore 
DLF IPO was being hawked by 
as many as nine investment 
bankers—for a paltry single 
digit fee to be shared by all. 
The stock market crash led to 
the issue being put on hold. 
Result: I-bankers were depr- 
ived of their commission. 
"These are temporary 
aberrations," says $. 
Ramesh, Executive Director 
(Equity Products), Kotak 
Mahindra Capital 
Company. “Companies are 
gradually coming back to 
the market," adds S. 
Subramanian, Head (Invest- 
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ment Banking), Enam Consultants. 

Brave words! But the fact is that competition is eating heavily into 
margins in this space. From highs of 5-6 per cent of issue size 
before May 11, they have shrunk to 2.5-3 per cent now. Kotak's 
Ramesh admits this, but adds: "This has to be seen in the light of the 
meltdown in the stock market." 

And compounding the problems for domestic investment banks is the 
entry of global leaders like Lehman Brothers, Credit Suisse and 
Goldman Sachs into their turf. *There is a room for everybody," says 
Enam's Subramanian, somewhat optimistically. 

Capital market experts say I-bankers are also facing high attrition lev- 
els at both the top and mid-levels, but the domestic industry also 
brushes this aside as something that’s part of the game. “It’s nothing new, 
so there’s nothing to worry about,” says Subramanian. M 

I-bankers may continue to live in this state of denial and pin their 


. hopes on a quick revival in market sentiment, but if things don't turn 


around soon, the going will only get tougher in the days ahead. 
ANAND ADHIKARI 
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BROADBAND 








NDIA’S BROADBAND SUBSCRIBER BASE 
touched 1.55 million at the end of 
June 2006. If that looks rather 
poor in a country with over. 158 million 
telephone connections, there's worse 
to come. The growth rate of broadband 
penetration has been declining. For the 
quarter ended June 2006, the country 
added 0.24 million subscribers, a 
growth of 18 per cent. The figure for 
corresponding quarter last year was 
120 per cent... 

"There is no denying that the tar- 
get for 2006 may not be achieved. 


BROADBAND CONNECTIONS 











Broadband growth has not kept pace 
with the growth of mobile phones in 
India," says Nripendra Misra, 
Chairman, Telecom Regulatory 
Authority of India (TRAN. 

"There is a clear lack of a strategic 
policy on the issue," says Subho Ray, 
President, Internet and Mobile 
Association of India, a trade association 
representing the online and mobile 
content, e-commerce and the e- 
advertising industry. The problem, he 
says is that broadband is compared to 
mobile phones. While the former is just 
a medium, the latter is the end prod- 
uct. "We should look at broadband int- 
етеї as infrastructure, and not an 
end user service like mobile phone 
services,” he adds. 

Misra is hopeful though. "Earlier, 
there was a lot of emphasis on spread- 
ing broadband through wireline con- 
nections, which restricted the busi- 
ness to BSNL and MTNL. But now, 
with private players beginning to offer 
wireless services, we are hopeful of 
reaching our target of 20 million con- 
nections by 2010," he says. 

SHALEEN AGRAWAL 
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From camera to printer, Canon technologies facilitate every phase of the process to ensure 
that the most beautiful images are captured, printed and preserved just as you pictured them. 


Optical lens technology 

More than 50 years as a camera maker have given 
Canon an edge in developing highly sophisticated 
optical technologies to capture high-quality, 
rich images for ever smaller cameras. 


Advanced, high-density print-head control technology FINE 
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New digital imaging engine DIGIC 

It enables high-speed processing of high-quality color 
image data and realizes natural, realistic colors and 
delicate nuanced tones to ensure that your Di G! C 
shutter captures every precious moment. Ы 


New ChromaLife 100 system 

It combines genuine Canon dye inks and photo 

papers to produce beautiful, long-lasting color photos 598 

that withstand the effects of humidity and resist ChromaLife 100 
fading to preserve your precious memories longer. 
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Hollywood Calling 


US studios may soon produce Hindi films. 


OLLYWOOD, IT SEEMS, WANTS A SLICE OF THE 
Indian entertainment pie. News Corporation 
(which owns 20th Century Fox and the Star 
bouquet of ту channels in India), Sony (Columbia 
Pictures and the Sony bouquet), The Walt Disney 
Company (which recently bought Hungama and a 
14.9 per cent stake in UTV) have already staked out 
their presence here. Now, Warner Brothers, too, is inc- 
reasing its presence here. The company is tight-lipped 
about its plans in India, but has recently upgraded the 
position of the head of its still-small operations here to 
Vice President and Managing Director. 
The grapevine is rife with rumours that it has set 
aside $10 million (Rs 47 crore) for producing Indian 
films and for dubbing foreign films into local lan- 





India bound: Hollywood wants a local presence 


guages. Blaise Fernandes, Vice-President and Managing 
Director, Warner Bros, India, could not be reached for 
comment. Andy Bird, Vice-President (International), 
The Walt Disney Company, is also extremely bullish. 
“India is an important market for us,” he said while 
announcing the Hungama and urv deals. 

Sony Pictures Entertainment, meanwhile, is co- 
producing Saawariya with filmmaker Sanjay Leela 
Bhansali. Uday Singh, Managing Director of Sony 
Pictures Releasing of India, while announcing the col- 
laboration, said: “Saawartya indicates Sony’s recogni- 
tion of the importance of the Indian market and its de- 
sire to team up with the film industry in India.” It’s a 
win-win situation for everyone. Says Bhansali: “Sony’s 
involvement will give the film a wider global reach.” 
This, incidentally, will be the first instance of a main- 
stream Hollywood studio getting involved in the pro- 
duction of a film in India. 

So will Bollywood now become more profes- 
sional in its dealings? That’s a different story altogether. 

SHIVANI LATH 
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Contrasting styles: Bhattacharjee (L) and Achutanandan 


The Great Divide 


Two Marxist CMs go their own way. 


HEY ARE A STUDY IN CONTRASTS. WEST BENGAL’S 

reformist Chief Minister Buddhadeb 

Bhattacharjee may have won over the captains 
of India Inc., but he is unlikely to have scored any 
brownie (or is it red?) points with party colleague 
and Kerala counterpart V.S. Achutanandan. 

The latter shut down business process outsourc- 
ing (BPO) firms operating in his state on Independence 
Day by throwing the rule book at them. “The Kerala 
Industrial Establishments and National Holidays 
Act mandates at least four paid holidays including 
Independence Day,” says a Kerala labour depart- 
ment official. Reiterates the local (Ernakulam) District 
Collector, A.P. M. Mohammed Hanish: “These com- 
panies can work on holidays only in case of an 
emergency and with prior notice." The state gov- 
ernment has threatened to prosecute senior executives 
of BPOs that kept their offices open on Independence 
Day. “Closing a 24x7 centre for a whole day is just 
not viable," says Meena Ganesh, CEO of Tesco 
Hindustan Service Centre, a BPO firm in Bangalore. 
Adds K.G. Babu, CEO of Infopark, a tech park in 
Kochi: *Closing these centres breaks the 24x7 prom- 
ise made to companies in the state." In contrast, 
Bhattacharjee not only allowed the Bros in his state 
to function normally on August 15, but also defended 
the decision saying: *Asking them to shut will be like 
shutting a power plant on a holiday." 

The chasm in the thinking of the two chief minis- 
ters is also evident in their handling of the cola con- 
troversy. While Achutanandan responded by ban- 
ning Coca-Cola and Pepsi-Cola in Kerala, Bhattacharjee 
sidestepped the issue saying: *Cola samples should be 
put to test by central agencies. The Centre, and not any 
state government, should take a call on this." 

This apparent disconnect in the thinking of two 
Marxist chief ministers is linked to the ongoing ide- 
ological war raging in the CPI(M) over the reforms 
process and, indeed, over the relevance of Marxism in 
the globalised world. And no prizes for guessing 
who's on which side. 

RITWIK MUKHERJEE & RAHUL SACHITANAND 
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On the rise: After oil, it's shipping's turn now 


Up, Up and Up 


Shipping costs are rising in India. 


HIPPING COSTS TO EUROPE HAVE RISEN TO $1,100- 

1,200 (Rs 51,700-56,400) per TEU (twenty- 

foot equivalent unit) from $800 (Rs 36,000) 
only six months ago and these are expected to in- 
crease further. Says a senior executive in a large for- 
eign shipping line: “A steep rise in fuel costs, and 
charter charges are pushing up prices in the shipping 
industry." Also, India has emerged as a major sourc- 
ing hub for companies in Europe. This alone has 
resulted in a 15 per cent surge in export volumes 
. from India. As a result, Indian ports are operating at 
more than full capacity. This is creating a demand- 
supply mismatch and pushing prices up further. 

Another problem faced by shipping companies 
that provide the entire gamut of services from the point 
of pick up to the delivery centre is internal infra- 
structure. Road and rail transport, crucial linkages in 
the export chain, leaves a lot to be desired, resulting 
in delays and, consequently, further costs. 

Also, Concor (Container Corporation of India), 
which has a monopoly over container rail move- 
ments in the country, has raised its charges by 20-40 
per cent. This is adding to costs and is hitting the com- 
petitiveness of Indian exports. 

As a result, shipping revenues have come down in 
the last one year. Shipping lines in India were 
expected to grow but that promise has also not been 
fully redeemed. *Costs have shot up and shipping 
lines are having a tough time just surviving," says an- 
other senior executive from one of the major foreign 
shipping lines. 

However, going forward, industry insiders feel 
that the present scenario will definitely improve. *As 
infrastructure improves, these bottlenecks will ease," 
says the executive. But that will happen only in the 
long term. That means exporters have, for now, no 
option but to grin, bear it, and take a hit on their 
bottomlines. 

AHONA GHOSH 
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Clean-up Time 


Minor corporate cases to be dropped. 


HE AUGEAN STABLES MAY YET BE CLEANED. THE 
Ministry of Company Affairs is consider- 
ing a proposal to drop 30,000 ongoing pros- 
ecutions of companies—constituting 60 per cent of 
all cases—to free up bandwidth to deal with the big 
ticket ones. This is in line with the O.P. Vaish 
Committee Report, which had recommended that 
the government settle or withdraw cases involving 
minor violations of the Companies Act, 1956. 
Till December 13, 2002, the registrars of compa- 
nies (ROCs) across the country had a backlog of 45,500 
pending cases against companies, the report says. 
This has since increased to more than 50,000 cases. 
The cases being dropped relate only to *compound- 
able" offences, and do not involve cases where the pun- 
ishment may include imprisonment. The ministry 
takes, on an average, five years to dispose of each of 
these cases and incurs an expenditure of about Rs 2. 
lakh per case. But that's only a statistic. “But some cases 


WIELDING THE BROOM 
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last forever; 16,700 cases are pending for three to 20 
years. In most of them, even the initial service of 
summons has not taken place,” says O.P. Vaish. Many 
of the companies involved in these 16,700 cases are 
either “non-functional or untraceable”. 

The primary reason for the accumulation of this 
huge backlog of cases is the law as it stands. The exi- 
sting Act bars Rocs from dealing with these cases, 
howsoever trivial, themselves; they have to approach 
the criminal courts. “Despite the fact that Rocs file very 
few cases (to avoid adding to their own workload), the 
government has managed to accumulate all this gar- 
bage. We are just trying to throw this garbage out,” says 
Vaish. “The government should unburden itself and the 
courts of all this unnecessary baggage,” adds 
Chandrajeet Banerjee, Senior Director, Cu. 

Incidentally, withdrawing or settling these cases 
involves only an administrative decision; there are 
no legal hurdles involved. 

KAPIL BAJAJ 


Don't let power failures 
come in the way of 
your profitability - 

and growth. 
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Power your business with 
Kirloskar Green Gensets - 2.5 to 600 kVA 


THE KIRLOSKAR GREEN ADVANTAGE: 
World's argest Selling* Genset Brand 


m Multiple 


to installatio 
tion, manutactt 


гмісе ш Rated 


Domestic market: Call Ramesh Khosa on +91 98103 99479 (North) | Т Prabhakar оп +91 98311 55666 
(East) | Satish Srikantiah on +91 98500 08924 (West) | V D Sivakumar on +91 94440 08048 (South) 
International markets: Call Pradeep on+91 98508 33029 


KIRLOSKAR OIL ENGINES LIMITED, Pune 411 003. “In 15-250 KVA band 
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What are they: They are batteries which use lithium oxide as one 
electrode and carbon as the other. The technology was perfected 
by Sony in the mid-90s 


Why are they in the news: Li-lon batteries tend to heat up very 

fast during energy intensive applications—such as in laptops. 
Dell laptops, which used Li-lon batteries sourced from Sony, 
took the overheating issue to another level when the 
machines started exploding; 4,100,000 machines 
were affected, forcing a global recall 


Are Indian users affected: Dell sold over 40,000 
laptops in India last fiscal—users can check if they 
are affected at http://www.dellbatteryprogram.com/Default.aspx; 
the company has not specified how many of these are affected 

Will this affect other laptop and mobile users: Mobiles do not draw the 
massive amounts of energy used by laptops. However, other laptops which use 
these batteries may face similar problems, but none have come to light as yet 
KUSHAN MITRA 














ECONOMY 


Status: Up 29.88 per cent to Rs 
10,48,035 crore. 

Impact: Higher private investment 
will reduce the burden of the gov- 
ernment which is facing a huge 
fiscal deficit and help finance inf- 
rastructure projects. It will also 
result in continued demand for a 
host of items used by industry and 
also create additional employment. 


THE THREE-YEAR UNE 
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Private investment figures іп Rs crore 
4 % of GDP Source: Economic Survey 


Status: Crossed Rs 1,000/quintal. 
Impact: Rising wheat prices will 
push up the wholesale price infla- 
tion and fuel a further rise in inter- 
est rates. Wheat is a key ingredient 
in bakery products and forms an 
integral part of almost every house- 


THE TREND LINE 

930 949 934 
| | И 
i Dec.'05 Маг. 06 lune 06 


Quarterly average prices per quintal 
Spot prices at NCDEX 


hold's food basket, so a rise in 
wheat prices may lead to a con- 
traction in other non-essential 
consumption. 

COMPILED BY ANAND ADHIKARI 
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NN CES NOW МАСЕ? 


HCL celebrates 30 sparkling years. 
And here's to our employees, customers, partners and shareholders, 
who lead us to new. discoveries everyday. 


What's an appropriate 
momentous thing to say Orr ^ 
an occasion like this? 


| “то know more about the highlights & achievements 
of HCL over the last 3 decades, 
visit www.hcl.in/30 


TTE £ 12,000 CRORE ENTERPRISE Д зо ооо PROFESSIONALS Д OPERATION 


' ` Disclaimer: All leadership positions based on third party data. For more 







































_ Are you getting 
what you paid for? - 


What's the first thing you do when you land abroad? Buy a | 
calling card, call home and say you have arrived safely. 


In most cases, you are getting cheated without knowing it. You 
wonder how a card runs out so quickly. You think that the 
promised ten minutes is more like five minutes. And if you ever 
take the trouble to find out, you'll find that there are lots of 
charges in small type you never bother to read. 


Next time you travel abroad, buy a V-tel Card in India, in 
Rupees. Apart from saving you precious foreign currency, you 
get great voice quality, very attractive low call rates and no 
hidden charges. The V-tel card is valid in over 200 countries, so 
if you want to call during a stopover, just head for the nearest 
phone booth. What's more, the remaining value on your card 
does not lapse for six months. 


From now on, stick with V-tel. Its whatthe smart travelers carry, 
every time they head abroad. You can choose from a suite of 
options like a V-tel Card that is valid in over 200 counties or a 

/-tel Select Card that gives you access to the frequently traveled 


countries. 


x t | 


World's Calling Card 


N 14/4, DLF Phase TH, Gurgaon, Haryana -122 002 
Phone: +91 124 4059393 or register at www.bpdigi italworld.com/vtel 
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P-WATCH 


A bird’s eye view of what’s hot and what’s 


not оп the government's policy radar 





DISINVESTMENT GAINS MOMENTUM 
THE DISINVESTMENT STORY, NOTWITH- 
SYMBIOTIC OFFERING standing the Left parties’ opposition in 
Gell off in nc TI the past, refuses to die down. The gov- 
ernment, following fruitful consulta- 
tions with the Left parties, is report- 
edly planning to sell off 24 per cent 
equity in National Hydroelectric 
Power Corporation (NHPC), Power 
Grid Corporation of India Ltd (PGCIL) 
and Rural Electrification Corporation 
(REC) and 10 per cent in North-Eastern 
Electrification Power Corporation 
(NEEPCO). What does it mean to the government if its sticks to the compro- 
mise hammered out with the Left parties—that the funds would be 
ploughed back into the companies? It will ease the burden on the excheq- 
uer since NHPC and NEEPCO depend on government funds to execute their 
projects. The sell off is expected to raise Rs 3,800 crore—Rs 870 crore 
from PGCIL, Rs 2,500 crore from NHPC , Rs 156 crore from REC and another 
225 crore from NEEPCO. Surely, that must be music to the ears of the invest- 

ment banking community. 





AMIT MUKHERJEE 


PARING THE SUBSIDY BILL 

THE GOVERNMENT IS TODAY FACED WITH MOUNTING SUBSIDY BILLS ON ALL 
fronts—petroleum, food as well as fertiliser. Not surprisingly, it is planning 
to rope in the private sector to revive sick fertiliser units that are being run 
inefficiently and to that extent reduce the subsidy bill. 

The move would result in an additional annual output of 6 million tonnes 
by partially or fully privatising around eight sick units of Fertiliser 
Corporation of India and Hindustan Fertilisation Corporation. 

The move would also involve de-bottlenecking the existing capacities 
Further, feedstock conversion from naphtha and fuel oil to less expensive gas 
is also being contemplated. 

AMIT MUKHERJEE 


TAKE OFF TIME ONCE AGAIN 

THE GOVERNMENT HAS DECIDED TO ACCELERATE THE PACE OF MODERNISING 
airports across the country. It is seriously planning to simultaneously put on 
offer 35 non-metro airports for private participation through a joint venture 
with the government agency, Airports Authority of India (AA). Earlier the 


government had decided that the AAI would exclusively develop these air- 


ports without any private participation. 

Reports suggest that private companies, besides being permitted to 
exploit land around the airport for commercial purposes, would also be 
allowed to manage airport terminals. Evidently, the outcome would also 
depend on the land use pattern that the government eventually sets. 

AMAN MALIK 
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FRESH COAL PRICES? 


PRICING OF DOMESTIC COAL COULD BE 
in for a review. The government 
is planning to set up an auto- 
nomous body of experts to reg- 
ulate the price of coal. 

The review could swing eit- 
her way for the power con- 
sumers, who account for around 
80 per cent of domestic coal 
sale. A cost-based review could 
pare the tariff (given the ine- 
fficiencies in the coal sector) 
while indexing it to the market 
will raise coal costs. Given the 
fear of inflation looming large, it 
is unlikely the latter will prevail. 

AMAN MALIK 





Giveaway: Cheap medicines 
BALM FOR ALLERGIES 
THE COMPROMISE HAS YIELDED A 
bounty for consumers. 
Pharmaceutical companies have 
agreed to cap the trade margin 
on unbranded generic drugs, a 
move that will significantly red- 
uce the price of mass con- 
sumption drugs like cetrizine 
(for treating allergy) that presently 
command a margin as high as 
2000 per cent. On its part, the 
government has agreed to revisit 
its earlier proposal to extend 
cost-based price controls to most 
of the 354 essential drugs. 
AMIT MUKHERJEE 
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NEWS NUMBERS OF NOTE 


NARESH GOYAL 30 per cent: China’s share of the world apparel 
trade; Mexico is in second place with a 9.5 per cent 
share and India is a distant third with 4 per cent 


Rs 55.2: the net hourly pay in Delhi compared to 
Rs 63 in Mumbai, Rs 897 in Zurich and Rs 690 in 
London, according to a study published by UBS 


30,000. The number of deaths in the UK every 
year due to obesity; the figure is 10 times higher in 
the US 


1 .64 per cent: SBI's wage bill as a proportion to 
its total assets, compared to 0.43 per cent for ICICI 
Bank and 0.36 per cent for UTI Bank 





BHASKAR PAUL 


= Sd Dee . million: The number of passengers who 
iei кашы н, sedge TE flew within the country in the first three months 
owever, there of 2006-07, up from 4.99 million in the corresponding 
aways been a cloud over how Goyal, a Non-Resident оу in the previous year 
Indian (NRI), got the funding to start his airline. In the 
ay ^ : eo y a ез орд ee Rs 44,700 per kilolitre: The average price of 
Fo: make. maller worse; it emerged after aviation turbine fuel in August, up from an average 
recent ein di London's Helio Aiport price of Rs 34,100 per kilolitre in August last year 
Tariq, rways employee, i 
Mere te ia Ehe tin ted удин Rs 4-6 crore: The cost per km of constructing a 
Tariq and clarified that it had been “compelled to — "''£^way in India 
hire him because of UK loyment laws. Despite 
the clarification, the узы, plans to olen I 77 per cent: The number of US households that 
Airways’ security clearance. There are reports that had air-conditioning in 2001, the most recent year for 
even Singapore wants to do the same. But Goyal is which government statistics are available, against 56 
not without powerful friends. Civil Aviation Minister per cent in 1978. All evidence suggests that it has 
Praful Patel recently assured Pivliarnent that the gov- continued to climb since then 
ernment had no reason to suspect that Jet was ; | 
“financed by underworld elements”. 4,000. The number of private schools in Delhi. Of 
Goyal, who is among the most written about per- these, only half are recognised by the government 
sonalities this year, was also “alleged” to have met 
Subroto Roy of Sahara India Parivar to revive the ФӘ billion (Rs 37,600 crore): The amount that will 
` dead and buried proposal to merge Jet and Air be generated by Macau's gaming halls in 2007, 
бии There was also speculation about a settle- helping it leap-frog ahead of the Las Vegas Strip as 
ents the next day. 

And while all this was going on, the Jet Airways 20: The number of foreign movies screened in China 
scrip actually did decently well on the indices, ^ last year; 16 of them were from the US 
climbing 10.4 per cent in the week of August 14-18 
week. Yet, the stock is still trading at just over half its $ 1,565: price of the first PC (cream- 
issue price of Rs 1,100. Goyal hasn't had a great coloured 5150) introduced by IBM 25 
year, and he must be hoping that both he and his years ago in August, 1981. The machine 
airline hit calmer waters soon. boasted 16K of memory, the size of a cou- 

KUSHAN MITRA ple of terse modern e-mails or about 1 per 
cent of a floppy disk 
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Crude oil traded near a seven-week Uncertainty in the global 
¿low in New York following a UN-brokered ceasefire in economic and geopolitical arenas will continue 
EIS the war between Israel and the Hezbollah and on ће to foster strong investment in gold through 
BES back of data showing that slower US economic growth 2006, says a World Gold Council (WGC) report. 
is leading to lower gasoline demand. Oil prices have That is not very good news for Indians, who 
fallen almost 10 per cent from the record $78.40 a are the world's largest buyers of the yellow 
___ barrel reached on July 14 after Israel attacked Hezbollah metal, just before the start of the wedding 
forces in Lebanon. This will provide some relief to fast season. “Indian demand should bolster overall 
growing emerging economies, including India, volumes,” a WGC spokesperson said. 
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Hollywood's | The British 
animation-successes are becoming rare. Government may soon introduce 
After a series of box office successes a screening system that allows 
such as Toy Story, Shrek 2 and Ice Age airport security staff to zero in on 
2, came lemons like Doogal, Wild and people who are behaving 
The Ant Bully. Studios are now looking suspiciously, have unusual travel 
for low-cost locations, like India and other patterns or are from certain ethnic 
Asian countries, where the production or religious backgrounds. UK's 
work can be outsourced. The only Department of Transport believes 
question: do these countries really have this system will be effective in 
the talent and the wherewithall to match identifying terrorists and also 
Hollywood's exacting standards? greatly relieve queues. 


THE NEW EXPORT GIANT: CHINA LOOMS LARGE 


China, whose exports were 90 per cent of American exports in the first six months of this year, may be about to surpass the United States 


CHINA GERMANY JAPAN 
100 100 


80 


'85 95 05 85 95 
Figures are in per cent 2006 first six months Annual exports as a percentage of US exports 





The United States became the world’s largest exporter of goods in the 

1990s, but lost that position to Germany in 2002. Now, China is surging 
ahe ad and is expected to overtake the US in exports by the end of 
2006, the World Bank said in a report 


China's exports for the year are expected to soar by 20.8 per cent 


> imports will rise by 18.4 per cent, the bank said. That should 

d to a current account surplus—the broadest measure of trade 

20 billion, up 36 per cent from the 2005 figure of $161.76 billion 
The bank said growth in 2007 should be slower but that is still a 
robust 9.3 per cent. Meanwhile, China's mounting trade surpluses 
have fuelled tensions with Washington and others, even as Beijing is 
trying to rein in a boom in construction and bank lending that it says 
could ignite a financial crisis. China has resisted demands to sharply 
raise the value of its currency, the yuan, which could slow export 
growth by making its goods more expensive 

Source: World Bank 
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“What advertisers have found is that in the 
20th century, you were trying to jump up and 
down and attract attention. Now you’re trying 
to engage” 

CEO of SportingN which 
radio station and Web site 





“AMD used to be a weed to be chopped dowr 

every now and then. Now it is much deeper ii 

the market" 
Mercur 


strong p 






had only one 


cuts, in Fortune 
“If Pepsi is banned in India, ГЇЇ go to the US 
and drink it” 


“Do I really think the thing is going to explode on 
me? No. But when I live and work with my com 
puter, I have to take the necessary precautions” 


whose Dell « 


ymputer company, in Time 





r runs on battery which has beer 


recalled by the « 


“Depending on how the story is reported in 
the US media, American tourists planning on 
visiting the | U K may y be deterred" 


consultancy РКЕ: 
and tourism in а stat 





“The internet is going airborne” 


Chairman and CEO of Motorola, in The Eco 


*I don’t know that we have a motto. Well, the 
mission of the company is to deliver great value 
to our consumers and, basically, value them” 


1, CEO, Yaboo!, on being asked about th 
in Fortune 


We have a deal with Euronext. Deutsche Bórse 
continues to make noise’ 
CEO, NYSE, on NYSE's takeover of the pan-Europe 


exchange despite rival o 


Bórse, in AP 


vertures t Euronext from Germam Deut 


"Ability to inspire others—attributes of heart 
rather than mind becomes very critical for 


oba CEOs” 


author of India Unbound, in The Econor 


LIMITED 
RESOURCES. 


UNLIMITED 
PRODUCTIVITY. 


М5 “OJ” to 7575 Visit www.hp.com/in/printer Call 3030 4499 (from mobile) or 1800 425 4999 (from MINL/BSNL lines) 





Get impressive print and copy speeds, vibrant, high-definition colour scanning and produce truly 


professional laser quality output, every time The automatic document feeder streamlines high-volume 
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faxing, scanning and copying. While the powerful fax offers you a high-speed 33.6kbps modem and 
j g ying f JSF f 


up to 100 speed dial numbers. Get an HP Office jet All-in-One, increase your productivi 


COMPACT 

IP Officejet 4355 
All TIE OT. 

Enhance your 
ommunications witt 
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CONVENIENCE 
HP Officejet 5610 
All-in-One 


that also includes an 
піедгаіеа phone 

^ 
Rs. 6,999 К 
Boosted bya мд} 
capacity automatic 
document feeder and 
versatile flatbed ¢ pier CONNECTIVITY 
scanner and fax TT сеге! 6318 


Rs. 9,999° All-in-One 
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Shore all in-One 
multifunction capabilitic 
across the office with 


built-in networkina 


Rs. 12,999^ 


Ask for HP Care Pack to extend warranty 
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INDUCTED: By 
The IndUS Entre- 
preneurs (TiE)—a 
worldwide network 
of entrepreneurs 
and professionals of 
Indian origin— 
Infosys Technologies co-founder and 
chairman N.R. Narayana Murthy, on to 
its board of trustees. The organisa- 
tion fosters entrepreneurship globally 
through mentoring, networking, and 
education and now has 44 chapters in 
nine countries and a membership of 
over 12,000. 





cA 


SELECTED: By the Board of Control 
for Cricket in India (BCCI), Pantaloon’s 
as the formal wear provider and spon- 
sor for Team India. Lalit Modi, 
Chairman, Marketing Committee, BCCI, 
said Pantaloon’s Rs 20-crore offer for 
four years had been approved by the 
working committee of the board. 


DROPPED: By GlaxoSmithKline, the 
controversial application to patent a 
key AIDS drug in Thailand and India. 
Glaxo, which introduced the drug 
Combid in Thailand four years ago, 
says it will withdraw the patent appli- 
cations for the drug. 


PROJECTED: By the Prime Minister's 
Economic Advisory Council, a 7.9 per 





cent growth in Gross Domestic Product 
for 2006-07. This means the Indian 
economy will have averaged 8 per 
cent growth over a four-year stretch 
for the first time ever. 


PROPOSED: By the West Bengal 
State Electricity Board (WBSEB) a 
plan to write off Rs 10,000-crore 
accumulated losses. The landmark 
development by the board is sure to 
put pressure on the state exchequer, 
but there will be an immediate down- 
ward revision in tariff for WBSEB's 45 
lakh consumers. 


B LAUNCHED: By 
Hindustan Motors, 
the Rs 29.7-lakh 
Montero, a pre- 
mium SUV. This 
will be followed by 
another SUV, the 
Outlander, in early 2007 and a new 
premium-segment mini van-cum- 
sedan Grandis thereafter. 


FILED: By the Kamataka government, 
a lawsuit in a civil court against Coke 
and Pepsi. This is the first such case 
filed by state against the cola giants. 
Says state Health Minister R. Ashok: 
"The state itself conducted tests and 
found the level of chemical pesticides 
higher than the permitted levels." 


THE REAL PAY OF SENIOR MANAGERS 


36 BUSINESS TODAY SEPTEMBER 10 21006 


RANK COUNTRY AM 





DRESS CODE FOR 





Spit and polish: A sign of the future 


HEN A PRACTISING CHARTERED 
accountant (CA) meets any 
“external authority” for any 


official purpose, he will have to wear 
formal dress—full-sleeve shirt, tie and 
shoes (or saris or salwar kameez for 
women). The central council of the 
Institute of Chartered Accountants of 
India (ICAI), the governing body, has 
come up with this dress code amid 
confusion and inhibitions among CAs 
across the country. 

Says ICAI President T.N. 
Manoharan: “This is only recom- 
mendatory in nature and is not 
mandatory.” Manoharan, however, 
expects his fellow chartered account- 
ants to follow the “recommendations”. 
The other rider: the code is applicable 
only to professionals working in their 
individual capacity or as partners in a 
CA firm. It will not apply to those 
who are employed in the corporate 
sector. Says Abhijit Bandyopadhyay, 
a central council member of ICAI: 
"We are trying to ensure that CAs are 
properly dressed when they attend 
official meetings. So there is no reason 
why it shouldn't work." He adds that 
ICAI will be liberal in implementing 
this code and will make concessions 
for CAs who live and work in small 
towns and non-urban centres. 

But surely, there are other more 
pressing matters it should be 
addressing than improving the sar- 
torial sense of its members. 

RITWIK MUKHERJEE 
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Reducing corporate 
rates to global benchmark 


INDIA'S FINANCIAL SYSTEM NEEDS MORE REFORMS 


A stronger financial system will hasten the pace of economic growth and ensure higher tax 
revenues—without higher tax rates. An integrated programme of reforms for the financial 
system will add $47 billion (Rs 2,20,900 crore) to India's GDP each year (See Benefiting 
From Reforms). This will, in turn, raise India's real GDP growth rate to 9.4 per cent a year, 
from the current three-year average of 8 per cent. India’s growth will be roughly at par with 
China's and just shy of the government's 10 per cent target. 


Benefitting From Reforms 
Impact of India's financial-system reform in $ billion. All projections based on 2005-06 figures. 


INDIRECT IMPACT 
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More savings captured 
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Improving banking effici 
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bond default 
Indirect + direct impact of financial-system reform = $47.3 billion 


Improved allocation of capital 


Moving from bank loans to 
corporate bonds 


India’s Credit Structure 


The relative shallowness of the financial system (measured by comparing the value of all 
Indian financial assets with GDP) exemplifies the problem: at 160 per cent, the country's 
financial depth is significantly lower than that of other Asian economies, notably China. 


Financial assets as % of 2004-05* GDP 
399 420 
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South Korea Singapore Malaysia Japan 


Thailand China 
Figures in percent — *Latest figures available 


Indonesia Philippines ^ India 
Source: McKinsey study 
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Fruit Punch 





An apple a day keeps growth their way, believes corporate India. ANAND ADHIKARI 
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Godrej Agrovet's Vijan: A passion for fruit 


GOING FOR THE LOW-HANGING FRUIT 
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T'S AN INDUSTRY THAT THRIVES 

on cheap labour, and a trop- 

ical climate, and every devel- 

oped market, including the 

US and Europe, wants a big 
piece of it. This unlikely domestic 
theme of high global interest is 
fruits, and some of corporate India's 
biggest names have been quick to 
seize the opportunity. The Mittals of 
Bharti, the Mahindras, rrc, Godrej 
and the Adanis, some of the re- 
puted business groups that are pro- 
ducing and selling fruit, in the local 
market as well as overseas. 

They have some very good rea- 
sons to do so. India produces an 
estimated 50 million tonnes of fruit 
annually (10 per cent of the world's 
fruit production), valued at over 
Rs 10,000 crore. It ranks second 
to Brazil in the world in production. 
In certain products like mangoes, 
sapota, banana, pomegranates and 
acid lime, India is the largest pro- 
ducer. There's more. India pro- 
duces about 54.2 per cent of the 
world's mangoes and 11 per cent of 
its bananas. About 50,000 tonnes of 
pomegranates are produced every 
year, of which only 1 per cent is 
exported. In grapes, the country 
has recorded the highest produc- 
tivity per unit area in the world. 
And virtually any fruit can be found 
in the Indian basket: Apricots, pears, 
peaches, citrus, guavas, melons, 
pineapples, plus the exotic variety 
like starburst, avocados, artichoke 
and olives. 


Yet, the country has not been 
able to capitalise on this advantage, 
so far. That’s because “almost the 
entire production, logistics and trade 
of fruits and vegetables is domi- 
nated by the unorganised sector, 
leading to large inefficiencies and 
wastages,” says S. Sivakumar, Head 
(Agro) at ITC. “Post-harvest losses 
continue to be high,” adds Vikram 
Puri, CEO, Mahindra Shubh Labh 
Services, an agri-venture of the 
Mahindras that focuses on grapes. 

But as Sivakumar of rrc explains, 
the potential for companies entering 
this sector arises precisely from 
these weak spots in the Indian fruit 
story. And for many groups, the 
synergies do exist. Points out R.S. 
Vijan, Executive Vice President, 
Godrej Agrovet: "It's a logical 
extension for us to complete the 
loop since we have been working 
with farmers for many years." 

Bharti company FieldFresh has a 
vision to ‘Link Indian Fields to the 
World'. The company has started 
exporting mangoes, grapes, pome- 
granates and litchis. *More products 
will be added in due course of 
time," says a FieldFresh spokesper- 
son. Tobacco major ттс has decided 
to deal with a complete basket of 
fruits of common consumption. 
*Some fruits like apple, mango and 
banana automatically get included in 
any basket of common consump- 
tion," says Sivakumar. Ravindra 
Jain, President at Adani Agrifresh, 
which started selling apples in the 
domestic market, says: *We are 
studying high-volume and high- 
value fruits like mangoes, grapes, 


pomegranates, bananas and exotic 


fruits. We will look at any fruits 
with reasonable volumes and broad- 
based demand.” Meantime, Pepsi 
is contracting with farmers to pro- 
cure oranges, and Wal-Mart is look- 
ing at sourcing mangoes from India. 

Clearly, the export opportunity 
is virtually limitless, but one chal- 
lenge for corporate India’s fruit sell- 
ers is to understand markets and 


SEZ Who? - 


. The Finance Ministry, that’s who. 


t 








«Зе N 


Tread carefully 


FM P. Chidambaram: 
PT His ISN'T THE FIRST TIME 
. india's ministries of Comm- 
erce and Finance have disagreed 
on something to do with special 
Minister Kamal Nath can't have 
enough SEZs and is looking to re- 
lax the ceiling on the number of 
the same. He is clearly on a high: 
earlier, the Group of Ministers 
(headed by Defence Minister 
Pranab Mukherjee) had seconded 


the Commerce Ministry's view- 


on issues such as tax concessions, 


land use and the future of existing — 


ship the relevant produce to the 
relevant markets. For example, 
Mahindra's Puri says the Europeans 
don't have a sweet tongue. “It’s a 
question of taste and flavour." There 
are other challenges, too, like deal- 
ing with issues like quality, people 
and the supply chain. Today, 20-30 
per cent of the fruit produce goes 
waste due to inefficiencies in the 
farming and supply chain. That's 
why FieldFresh is introducing tech- 
nology to fruit growers, along with 
new irrigation techniques. The com- 
pany also plans to introduce modi- 
fied atmospheric packaging, vapour 
heat treatment and colour-grader 
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export-oriented units (the Finance 
Ministry had a differing point of 


| units shifting to SEZs). Now, the 


Finance Ministry has warned that 


if the sez policy takes off in its 


present form, where there are no 
criteria for selecting the develop- 


© ers of SEZs, the government could 


be exposing itself to the threat of 
lawsuits. In the absence of selec- 
tion norms, goes the argument, 
developers whose applications 
have been rejected could go to 
‘court. Current norms place re- 
strictions only in terms of land - 
. use (to prevent the occurrence of 
land scams where companies 
merely use an SEZ as an excuse 
“to trade in land) and export obli- 
gations. Evidently, the Finance 
Ministry isn't trying to scuttle the 
‘SEZ initiative; an official in the 
ministry says it is merely engaging 
. the Commerce Ministry in a pol- 
icy debate to help develop a ma- 
‘ture SEZ policy. 
ВАТА)! CHANDRAMOUL! 


facilities, all aimed at reducing 
spoilage. The Adanis are focussed on 
building a global-quality supply 
chain. That's vital as fruits typically 
have a short shelf-life, and the sea- 
sons too don’t last too long. The 
Himachal apple season normally 
lasts for two months, and most mar- 
keters would want to make the fruit 
available round the year. So they 
need to be stored in a controlled 
atmosphere to retain the quality 
and freshness for at least a year. 
The fruits may have short shelf- 
lives, but the corporate players pro- 
ducing and selling them are clearly 
in it for the long term. 
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Lawyers’ 
Poker 


Does a booming economy 
result in increased litigation? 


OU WOULD NOT BE COMPLAINING 
Yi you were a lawyer represent- 
ing corporate India. The legal fra- 
ternity in India is a busy lot these 
days, as some of the biggest Indian 
corporations find themselves 
embroiled in litigation. In many 
cases they're battling each other— 
Reliance Industries (RIL) vs National 
Thermal Power Corporation (NTPC), 
Jet vs Sahara, Essar vs Hutch, to 
name just three high-profile 
slugfests—and in a few it's all in 
the family (as in the tussle for con- 
trol of Jagatjit Industries). Observes 
Senior Advocate Mahesh 
Jethmalani: “Every case that is being 
heard today is of a different nature; 
these range from contractual dis- 
putes to issues over due-diligence. 
Much of this would have to do 
with the high growth phase that 
corporate India finds itself in.” 

In sunrise sectors, that growth 
opportunity has only just been 
unleashed. And two of the older 
players in this sector, Jet Airways 
and Air Sahara are crossing swords 
over a mega-transaction that fell 
through at the 11th hour. The deal 
broke down, with Jet Airways back- 
ing off. Sahara duly went to court. 
Jet Airways had initially paid a sum 
of Rs 500 crore out of the total 
amount of Rs 2,300 crore. This 
was against a pledge of 100 per 
cent of Air Sahara’s shares. Jet 
Airways had also parked Rs 1,500 
crore in an escrow account. As 
things stand, the matter is still in 
court even as there is continuous 
talk of an out-of-court settlement 
between the two parties. The case 
involving Hutchison Telecom of 
Hong Kong and the Ruias of Essar, 
the joint venture partners in cellular 
telephony play Hutchison-Essar 
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Essar's Shashi Ruia: Will he settle out of court? 


pertains to the JV's decision to 
acquire BPL Mobile Communi- 
cations. This is another acquisition 
that’s stuck, and an out-of-court 
settlement doesn’t appear unlikely 
here too; the court for its part has 
directed that an arbitration panel 
be set up to settle the dispute. 

Another dispute in a high- 
growth sector is the one between 
Mukesh Ambani’s RIL and the state- 
owned NTPC, over an agreement 
to supply gas to the latter’s power 
plants at Kawas and Gandhar. RIL 
wants to revise the price upwards 
for the gas it had committed to 
the thermal power producer. If RIL 
is able to do so, not just NTPC, but 
brother Anil Ambani too will have 
to pay more, as the gas deal for his 
power project in Dadri, Uttar 
Pradesh, mirrors the RIL-NTPC 
agreement. Such an eventuality 
would of course disrupt the eco- 
nomics of the Rs 15,000-crore 
Dadri project. 

Often, matters may not reach 
the courts, but that doesn’t take 
away from the seriousness of the 
differences. Consider, for instance 
yet another conflict in the high-val- 
uations world of telecom: The tug 
of war between the Tatas and the 
Birlas over Idea Cellular, which 
eventually ended with Aditya Birla 
Group Chairman Kumar Mangalam 
Birla buying out the Tatas’ stake in 
that company. The matter didn’t 


end there, with Birla, recently 
resigning from the board of Tata 
Steel. As Jethmalani puts it: “The 
stakes are just too high.” 

KRISHNA GOPALAN 


ELS aR CUS i ae ODER UE yg 
Conversion 
Pangs 


FCCBs lose favour with 
companies. 


AST YEAR, THE EQUITY MARKETS 

were on a roll, the rupee was 
becoming stronger and foreign cur- 
rency convertible bonds (FCCBs) were 
a preferred fund-raising instrument 
for several companies. FCCBs behave 
like bonds and give regular inter- 
est and principal payments. Yet, 
they are also convertible into equity 
shares; when the markets are boom- 
ing, buyers are usually willing to 
settle for a lower coupon rate; the 
higher share price, at the time of 
conversion, the reasoning goes, 
should make up for this (the con- 
version happens when shares touch 
a certain price). By the second half of 
2005, FCCBs had become very pop- 
ular: between October 2005 and 
May 2006, when the equity markets 
went into a tailspin, 67 companies 
raised a total of $6.244 billion (Rs 
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29,346.8 crore at today’s rate). 
Unfortunately for companies, 
the dollar has gained against the 
rupee in the past few months and 
the us Federal Reserve has taken 
an interest-hardening stance. 
“With the stock market crash, the 
FCCB market is not as bullish as it 
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was a few months ago,” says Prithvi 
Haldea, Managing Director, Prime 
Database. “The real impact is on 
pricing,” adds Gunjan Shah, Partner, 
Amarchand Mangaldas. “Zero 
coupon bonds are not marketable 
anymore.” New issues, then, are 
happening at higher interest rates 
and redemption premia, making 
them far less attractive. The worst- 
hit are small cap (market capitalisa- 
tion) companies that raised the max- 
imum amount possible, 25 per cent 
of their market value at that point. 
They issued ЕССВѕ at prices close 
to their peak prices and at a sig- 
nificant conversion premium of 
between 30 per cent and 40 per 
cent; with prices having corrected 
by around 20-30 per cent, the con- 
version premium has zoomed. “The 
negative impact has already been 
factored into their stock prices,” 
says Anil Chopra, Group CEO, Bajaj 
Capital. However, it will be closer 
to the maturation date that the full 
impact on the balance sheet will 
be felt. 

SHALINI S. DAGAR 
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Advantage 
GSM 


CDMA player Tata Teleservices 
is painted into a corner. 


N MAY LAST YEAR, WHEN TATA 

Group Chairman, Ratan Tata 
suggested that the licence fee for an 
operator looking to provide 3G 
services could be fixed at Rs 1,500 
crore per operator, he had set the 
cat amongst the pigeons. For a 
while now, cellular operators across 
the country have spoken of laun- 
ching 3G services and the biggest 
hurdle has been the availability 
of spectrum. Spectrum is a natio- 
nal resource and has to be shared 
with anybody who uses wireless 
devices —this includes issues of 
national importance like that of 
defence, which is where the is- 
sue gets a bit contentious. 

As things stand, there appears to 
be a situation where the Anil 
Ambani-owned Reliance Communi- 
cations—operating on the CDMA 
platform—is in agreement with the 
GSM lobby, which has broadly 
agreed to sharing costs of re-farming 
spectrum between operators. “This 
cost should be apportioned between 
operators on a service area basis,” 
states T.V. Ramachandran, Director 
General, Cellular Operators 
Association of India (COAD, which 
represents the GSM players. It is 
estimated that this amount will be 
approximately Rs 2,000 crore. This, 
of course, will be substantially less 
than what Tata had in mind. 

Ambani himself is looking to be 
a GSM player with a presence initially 
in Mumbai and Delhi. With his 
group in line with the GSM way of 
thinking on spectrum, the Tatas are 
now on their own. This came to 
the fore at the meeting called by 
the Telecom Regulatory Authority 
of India (TRAD, which was intended 
to call representatives from the 
defence forces, COAI and the 
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Association of Unified Telecom 
Service Providers of India (AUSPI), 
which represents the CDMA sector. 
Sensing a divergent opinion between 
Reliance and the Tatas, AUsPI stayed 
away from the meeting. 
Interestingly, Tata had reacted 
quite adversely to the government’s 
suggestion that additional spectrum 
for operators would be allocated 
on the basis of their subscriber num- 
bers. Tata Group company Tata 
Teleservices (TTSL) has been among 
the last companies to launch; and 
the subscriber numbers tell the story. 
TISL has a total of 11.34 million 
subscribers while rival Reliance has 
a subscriber base of 21.43 million. 
For the operators at large, the 3G 
story is impossible to miss since it 
will mean offering the user a host of 
broadband services, which can result 
in more revenue flowing in. Besides, 





COAI's Ramachandran: Al! for 3G 


globally 3G is the logical way for- 
ward. COAI in its presentation to 
TRAI said that higher voice capacity 
of 3G spectrum would "serve as an 
ideal platform to deliver low-cost 
voice telephony". For Tata, the bat- 
tle ahead looks like a long one since 
the GSM lobby is looking visibly 
stronger with Reliance's support. 
KRISHNA GOPALAN 
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FDI>FIl? 


For the April-July period, that 
was the case. 


OR THE PAST FOUR YEARS, PORT- 
F folio investments (see FDI Vs ЕП) 
into India have outpaced foreign 
direct investment (FDI). That, econ- 
omists have warned, could cause 
volatility in the economy. This year, 
2006-07, could see the trend being 
reversed, at least if the current 
momentum of FDI is maintained. 
FDI inflow recorded in the first four 
months (April-July) of 2006-07, at 
$1.74 billion (Rs 8,178 crore), is 
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and others 


twice the net Fil inflow of $855 mil- 
lion (Rs 4,018.5 crore) in the same 
period. Importantly, the inflows are 
towards initial investments in 


Fear Of The Foreigner? 


А telecom CEO from overseas could be growth-restrictive. 





Tata Tele's Green: A security hazard? 


HE GOVERNMENT’S DECISION 
` f to hike the rbi limit in tele- 
com to 74 per cent late last year 
came with a couple of strings at- 
tached. Among them was that the 
majority of the directors on a 
company's board—including its 
Chairman, Managing Director 
“апа ceo—shall be resident 
Indians. This was in addition to 
the Chief Financial Officer and 
the Chief Technology Officer also 
having to be resident Indians, This 
was ostensibly being done to safe- 
guard national interests. 
The issue has been debated 
for a while considering that a 
„company like Hutchison Essar 
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has a CFO who is a foreigner. 
Now, the decision to award Tata 
Group company, Tata Teleservi- 
ces (TTSL), a licence for national 
long distance (NLD) services, might 
go against the company appar- 
ently because TTsi’s CEO, Darryl 
Green, is a foreigner. Green, who 
is of US origin, joined TISL a little 
over a year ago from Vodafone 
K.K. in Japan. While Green could 
not be reached for comment, Tata 
Group sources said there has been 
no official communication from 
the Department of Telecommuni- 
cations (рот). For the group which 
is already in the midst of a seri- 
ous tussle on the spectrum is- 
sue, this development is some- 
thing that it could have done 
without. Interestingly, there are 
quite a few CEOs in other indus- 
tries in India Inc. who are forei- 


gners—Douglas Baillie is HLL’s 


СЕО and almost all the aviation 
companies have chiefs from ove- 
rseas. But telecom, at least for 
the government, is obviously a 
different kettle of fish. 
KRISHNA GOPALAN 
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projects, pointing to the sustain- 
ability of FDI over the next few years. 
On the horizon are investment in- 
tensive projects in the auto manu- 
facturing segment: General Motors 
plans to invest $300 million (Rs 
1,410 crore) in Maharashtra; Nissan 
and Suzuki have sealed a deal to 
invest around $700 million (Rs 
3,290 crore) in a car and mini-van 
manufacturing base in Manesar, 
Haryana; and Japan’s Honda is 
slated to infuse $200 million (Rs 
940 crore) into Uttar Pradesh. A 
resurgence in FDI couldn't have come 
at a better time for India: Growth, in 
the recent past, has been demand-led 
and the threat of inflation is now 
looming large; FDI, however, will 
bolster growth from the supply-end 
and is the obvious hedge. “Investor 
interest in the manufacturing sector 
is on the rise, backed by a better 
business environment,” says 
Saumitra Chaudhuri, Member, 
Prime Minister's Economic Advisory 
Council and Chief Economist, ICRA. 
"There is evidently greater sensitiv- 
ity to the needs of the foreign 
investors and hence, one is likely 
to see greater FDI flow in the coun- 
try in times to come." However, 
governments at the Centre and the 
states would do well to focus on 
enabling factors such as infrastruc- 
ture, rule of law, transparent and fast 
decision making, and most impor- 
tantly, desisting from populist moves 
that hurt business. 

BALAJI CHANDRAMOULI 
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Shopping — 
ITch 


Indian IT firms are both the 
acquirer and the acquired. 


N. MID-AUGUST, I-FLEX, NOW A 

division of Oracle after a August, 
2005 acquisition, went out and 
acquired us security software firm 
Mantas for $122.6 million (Rs 
576.22. crore). Around the same 
time, Polaris Software, the buzz in 
D-street went, was in the process of 
being acquired. While cross-border 
acquisitions are becoming common 
in India, not too many sectors can 
boast the kind of two-way traffic in 
deals that rr does. Usually, it is the 
Indian companies that play the part 


TFET or раа? 





Subex Systems КЕТ e [s 





of the acquirer. 

IT is different: while 2006 has 
already seen three acquisitions by 
Indian firms for prices in excess 
of $100 million (Rs 470 crore)— 
Telecom software firm Subex's 
acquisition of UK's Azure for $140 
million (Rs 658 crore) remains the 
largest acquisition in the IT space by 
an Indian firm—it has also seen 


Chasing Fees 


Hardening interest rates have banks eyeing other revenue. 


А: LONG AS THE RETAIL FINANC- 
ing boom was on, banks had 
it easy. Now, with interest rates 
hardening and consumers be- 
coming conservative banks are 
looking at fee-based offerings. 
“Consumer demand is still there,” 
says V. po OTT 
Head, Retail ; 
Banking, ICICI 
Bank, “but . 
speculators 
have dropped 
off.” “People 
are postpon- 
ing their pur- 
chases,” adds 
Huzaifa Surat- 
wala, Res- 
earch Analyst, ru Shares and 
Stock Brokers. To compensate, 
banks are marketing insurance, 
distributing mutual funds, and of- 
fering corporate advisory serv- 
ices. “The focus is on increasing 
fee revenues," says G.V. 
Nageswara Rao, СЕО, Commercial 
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Banking SBU, IDBI Bank. Nitin Rao, 
HDFC Bante: s Senior: Vice 


; Private Banking, is bet- 
ting on the mutual funds distri- 
bution business to grow at 30 per 


cent a year and Arvind Jain, 
Senior Vice President, IndusInd 
Bank, sees insurance as the thing. 


Sii ‘expects P N 


“tion of the fee-based revenues - 


segment to grow at over 40 per | 
cent for most private sector banks, 
this year. The adventitious bene- 
fit: it helps banks offer complete. 
wealth-management solutions, ^. 
AHONA GHOSH 
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DEEPAK G. PAWAR 


H i-flex CEO Rajesh 
Hukku: 


two significant acquisitions by 
global firms, Mphasis' buyout, in 
May 2006, by EDS for $380 million 
or Rs 1,748 crore (for a 52 per 
cent stake; 83 million shares were 
brought at Rs 204.5 each), and 
Flextronics Software's by private 
equity major KKR for $900 million 
(Rs 4,140 crore). (ue 

With the offshoring story being 
significant enough to warrant a 
book about the shape of the world, 
it is easy to understand the attrac- 
tion Indian IT firms hold for 
transnational companies. Mid- 
sized companies are the ideal tar- 
gets: the valuation of most large 
Indian IT firms puts them out of 
reach of even the most moneyed 
multinational. 

Indian companies shopping for 
acquisitions have also been modest 
with their budgets thus far; the 
prevailing theme has been niche. 
This description would fit all the 
six acquisitions completed by IT 
major Wipro in the past eight 
months. “Our acquisitions are not 
for revenue accretion," explains 
Sudip Nandy, Chief Strategy 
Officer, Wipro, and the man in 
charge of the company's M&A 
activities. “They are to obtain tech- 
nical expertise in a particular area, 
get a geographical footprint, 
maybe acquire the customers of 
the target firm." 

Other companies have some- 
times been driven by similar mot- 
ives. Sasken's acquisition of Finnish 
firm Botnia was prompted by a 
desire to acquire customers as well 
as expand its reach. Botnia operates 
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in Finland, Denmark, and Germany 
and that should help Sasken’s cause 
in the European telecom market. 
“Botnia’s customer base will help 
further deepen our relationships 
with Tier I customers,” says Rajiv 
Mody, Chairman and CEO, Sasken. 
Interestingly, Indian firms have 
completed their modest acquisi- 
tions at modest prices, with the 
average being between 1.5 and two 
times revenues, 

Deal sizes, reckon experts, will 
now get bigger. Avinash Vashistha, 
CEO, Tholons Inc, an IT advisory, 
believes both the number and the 
size of the deals will grow. He ex- 
plains that while companies have 
paid cash until now, they could 
use stocks to fund their future 
acquisitions. “The robust valua- 
tion of Indian IT stocks provides 
them with a strong currency,” he 
says. Although Indian IT’s Big 
Three have substantial amount of 
cash on their books (Infosys has 
Rs 1,272 crore, Wipro, Rs 434 
crore, and TCS, Rs 484 crore), they 
will likely need more to fund big- 
ticket acquisitions should they de- 
cide to make them. While Wipro 
has thus far been content with its 
string-of-pearls (as the company 
calls it) strategy, Infosys has been 
reluctant to make acquisitions (it 
has thus far completed only one, 
of Australia’s Expert Infosystems in 
2003) fearing issues related to 
profitability and cultural fit. 

However, the very size of these 
firms—rcs ended 2005-06 with 
$2.97 billion in revenues, Infosys, 
$2.15 billion, and Wipro, $2.28 
billion—could force them to opt 
for the M&A route. A thirty or 
forty per cent growth isn’t easy 
on a large base. “If these compa- 
nies have to maintain their scorch- 
ing pace of growth, M&A will 
become critical,” says Vashistha. 
Will 2006 see an Indian rr major 
making a $1 billion acquisition? It 
well could. 

VENKATESHA BABU 
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Biyani’s Bill 
Of Fare 


Food and drink is what it is 
all about. 


HE NEXT FRONTIER FOR PANTA- 

loon Retail, part of Kishore 
Biyani’s Future Group, would 
appear to be food and drink. The 
company has forged a 50:50 joint 
venture with Blue Foods, which 
runs fine dining restaurants Copper 
Chimney, Bombay Blues, and 
Noodle Bar, all in Mumbai. The 
company, named Pan India Food 
Solutions, will run food courts, spe- 
cialty restaurants, coffee shops, bak- 
eries, and the now-in-vogue gelato 
bars in Pantaloon stores across the 
thirty cities where the chain is pres- 
ent, and in other locations within 
these cities and beyond. 

At the time this magazine goes to 
press, less than three weeks after 
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the announcement, Pan India Food 
has put down 18 outlets across 
Mumbai, Bangalore, Ahmedabad, 
Hyderabad, Lucknow, and Indore. 
The space? Some 50,000 sq. ft. By 
the end of the year, Pan India hopes 
to have 40 more outlets. “Our main 
aim is to capture the eating-out mar- 
ket,” says Sunil Kapur, СЕО, Pan 
India Food. The company’s plans 
include setting up the country’s 
largest food court, over 16,000 sq. 
ft. in Delhi's Rohini area (it will, 
however, remain so for just a short 
duration as the company plans to 
follow up with a 40,000 sq. ft. food 
court in Noida). Kapur refuses to 
talk about the numbers, but it is 
likely that Pan India will benefit 
from not having to directly invest in 
real estate, the single largest com- 
ponent of any retail business model, 
for at least some outlets (the ones in 
Pantaloon stores). 

Biyani would seem to be on to a 
good thing. A recent study by mar- 
ket research firm ACNielsen says 
Indians are increasingly “outsourc- 
ing” their dining needs to restau- 
rants and convenience stores. “We 
strive to maximise our share from 
the customer’s wallet be it in spend- 
ing or saving,” says Biyani. “To this 
end we evaluate new categories and 
try to be present there; eating-out is 
one such area.” The man also has 
plans for liquor-retailing and is talk- 
ing to Diageo, the company that 
owns brands such as Smirnoff, 
Guinness, J&B, Johnnie Walker, 
Baileys and Captain Morgan to cre- 
ate a shop-in-a-shop concept. 
“Pantaloon’s retail model is just the 
thing we need and we will be quite 
pleased if the talks end in a positive 
manner,” says Diageo India man- 
aging Director Asif Adil. By 2010, a 
study by the Federation of Indian 
Chambers of Commerce and 
Industry says, the organised food 
retail sector in India will be worth 
$30 billion (Rs 1,41,000 crore). 
Biyani clearly wants a piece of that. 
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KULDEEP 


The 
Cairn IPO 


So, why is Cairn really 
making an IPO in India? 


L 2006's FORTUNE GLOBAL 500 
listing (which ranks companies 
by revenues), five of the top ten 
spots are occupied by the oil majors, 
exploration and production firms 
Exxon Mobil (#1), Shell (#3), BP 
(#4), Chevron (#6), and Conoco- 
Phillips (#10). Oil companies dom- 
inate any listing on the basis of mar- 
ket capitalisation also: three of the 
top 10 companies by market value 
in 2006's Forbes 2000 are oil firms 
(Exxon Mobil at #1, BP at #5 and 
Shell at #6). Even in India, an 
exploration and production com- 
pany, ONGC, is #1 in terms of both 
revenues and market capitalisation. 
Thus, even when a small oil firm, 
already listed on LSE (market value: 
$6.33 billion or Rs 29,751 crore; 
revenues in 2005: $262.6 million or 
Rs 1,234.22 crore), announces that 


CAIRN'S SOUTH“ 
ASIA BUSINESS 


Undeveloped hou 
resource —1 u... 
billion boe 
Rajasthan gross Sa 
production Ў 
target~150,000 
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Current Operated Production 
in India: 87,000 boepd 
Net Entitlement India: Y 
17,000 boepd 
boe: barrel of oil equivalent 


boepd: barrel of oil equivalent per day 








Cairn Energy's Dhir: D-street on his mind 


it is going to make an IPO in India, it 
is big news. 

Cairn Energy Plc is the company 
in question, and the simple fact that 
90 per cent of its current market 
value can be traced back to its Indian 
operations could be one reason for 
the company's decision to list in 


° India. Another could be the com- 


pany's decision to invest $1.5 billion 
or Rs 7,050 crore (on behalf of the 
whole project), over the next 30 
months in Rajasthan where its dis- 
coveries add up to a significant 1 bil- 
lion barrels (recoverable oil); at its 
peak production, the company's 
Rajasthan fields should produce a 


EXISTING INFRASTRUCTURE 


12 offshore platforms 
250 km of pipelines 


3 processing plants 





.. Onshore, Shallow, 
Deepwater Exploration 


Ravva 


>25 DISCOVERIES 1996-2006 


Developed reserves > 450 mmboe (Sangu, 
Rawva, Lakshmi & Gauri) 


Booked Reserves South Asia: 238 mmboe 
Booked Reserves India: 208 mmboe 
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little over 54 million barrels a year. 
Neither of these reasons, however, 
seem to be relevant. International 
investors seem to understand the 
oil business better and value firms in 
the sector higher (ONGC’s forward 
price-earnings multiple, for 2006-07, 
is a mere 9.49 by some estimates); 
and Cairn recently tied up some 
$1 billion (Rs 4,700 crore) in debt 
to fund its plans for Rajasthan. 
The real reason, claim analysts 
who point out that Cairn is *an 
M&A amenable company", is that 
the IPO could serve as a valuation 
exercise in the run-up to a sell-off. 
Rahul Dhir, СЕО, Cairn Energy 
India, pooh-poohs such suggestions 
and proffers the fact that Founder- 
CEO Bill Gammel is yet to sell out 
two decades after founding the 
company. “The decision to hive off 
the Indian business as a separate 
one preceded the idea of listing in 
India." Yet, at various times, the 
buzz in D-street has had everyone 
from Shell to oNGC looking at the 
Indian operations of Cairn for a 
possible acquisition. At least ini- 
tially, the India-listed entity will 
merely be a holding firm for the 
company's India assets that are on 
the books of other companies listed 
in several ‘tax-efficient’ countries. 
Despite concerns over the qual- 
ity of oil in the Cairn finds—it is 
waxy and will probably sell at a 
discount of $10 (Rs 470) per barrel, 
say some analysts—it is likely that 
the Iro itself will do well. The $40- 
45 million (Rs 188-211.5 crore) 
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increase in capital expenditure pro- 
jected by analysts towards pumping 
inferior oil will be more than offset, 
explains Dhir, by the fact that this is 
*shallow oil that is onshore and 
close to markets." Then, in oil-hun- 
gry India which imports 70 per cent 
of its requirements at prices close to 
$70 (Rs 3,290) a barrel, any oil is 
good oil. Dhir skirts the issue of 
the size of the offering, saying it 
could be anything between 25 per 
cent and 80 per cent (it will likely be 
less than 50 per cent), and analysts 
expect the issue to mop up any- 
thing between $2 billion (Rs 9,400 
crore and this looks the likely num- 
ber) and $3.5 billion (Rs 16,450 
crore) depending on its size. Still, 
rumours of a last minute offer from 
an integrated oil company, which 
will pre-empt the late-2006, early- 
2007 IPO persist. 

SHALINI $. DAGAR 
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Arbitration 
Blues 


The Hutch-Essar spat may 
not end anytime soon. 


HICHEVER WAY THE SPAT 
between Hutchison and Essar 
over BPL Mobile Communications is 
resolved, the crucial question 
(which nobody seems to be ask- 
ing) is this: how can the two part- 
ners ever work together again? 
For now, all attention is on the 
legal battle between the two. As 
things stand, the Bombay High 
Court has asked both parties to 
settle the issue through arbitration. 
This directive made by the court on 
August 10 calls for an arbitration 
tribunal to be set up in 30 days; this 
tribunal will “consider and verify” 








whether Essar should be restrained 
from selling BPL Mobile 
Communications (essentially the 
Mumbai circle operations of BPL 
Mobile) to a third party. The order 
also prevents Essar from selling BPL 
Mobile to anyone in this period. 
Essar acquired BPL Mobile from 
the Rajeev Chandrasekhar-pro- 
moted BPL Communications and 
then entered into an agreement to 
sell it to Hutchison Essar. The dead- 
line for obtaining approvals from 
the government for this transac- 
tion was July 31 and Hutch-Essar's 
inability to get the go-ahead 
resulted in Essar terminating the 
share purchase agreement (SPA). 
The eventual plan was to merge 
the Mumbai operations into the 
Hutchison Essar fold which also 


' would have made the deal the first 


intra-circle merger in India (regu- 
lations are vague on the issue of 
intra-circle mergers making gov- 
ernment clearance a necessity). The 
buzz in telecom circles is that while 
the Department of Tele- 
communications (DoT) has given 
the approval for the transaction, 
it came after the July 31 deadline 
and was only for the eventual 
merger and not for the acquisition 
of BPL Mobile by Hutchison Essar 
(for the record, DoT’s stand has 
always been that the acquisition 


doesn't require its approval). 


Meanwhile, there has been 
some talk of an out-of-court set- 
tlement between the two parties. 
"That seems a sensible option since 
the arbitration exercise could take 
a long time,” says a Mumbai-based 
lawyer. However, it is certain that 
the spat has soured relations bet- 
ween Hutch and Essar. The two 
partners will likely not be able to 
work together in harmony; then, 
there is also the question of Hutch 
Essar's proposed IPO. 

India is а key market for 
Hutchison Telecommunications 
International Limited (HTIL) which 
now owns a 67 per cent stake in 


ee 
ag 
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EVENTS UNTIL NOW 

December 23, 2005: Share purchase 
agreement for sale of BPL Mobile 
Communications signed between 
Hutchison Essar and Essar Teleholdings 
June 30, 2006: Acquisition supposed 
to be completed by this date; dead- 
line extended to July 31 

July 31, 2006: Acquisition isn't com- 
pleted by this date 

August, 1, 2006: Essar calls off the 
deal to sell BPL Mobile and terminates 
the share purchase agreement. 
Hutchison Essar files a petition in 
Bombay High Court 

August, 4, 2006: Matter heard in 
Bombay High Court with both sides 
presenting their arguments 

August, 10, 2006: Bombay High Court 
directs Hutchison Essar and Essar to set- 
tle their dispute through arbitration 


Hutchison Essar. In its results for 
the first half of 2006, HTIL has 
stated that 45.2 per cent of its over- 
all global revenues comes from 
India. In terms of numbers, the 
turnover for India for the said pe- 
riod is HK$7,085 million (Rs 4,235 
crore) with an EBITDA (earnings 
before interest, taxes, depreciation 
and amortisation) of HK$2,316 mil- 
lion (Rs 1,384.6 crore). That is at 
stake now. 

KRISHNA GOPALAN 


у By Mile 


General Insurance gets ready 
for detariffing. 


Pe BY MILE IS A MOTOR POLICY IN 
us for senior citizens who don’t 
drive their car frequently. You pay 
for every mile you drive. Come 
January 1, 2007, India can get ready 
for such concepts. Touted as the 
second round of liberalisation in 
the Rs 20,500 crore non-life ins- 
urance industry, the pricing free- 
dom that companies can exercise 
from that date in motor, fire and 
engineering policies—constituting 
almost 70 per cent of the business— 
will rewrite the rules of the game. 
The most action is expected to be in 
motor insurance which constitutes 
over 40 per cent of the portfolio of 
most of the companies under 


tariffed products. 

“Today, good subsidises bad,” 
says N. Eswaranatarajan, Head 
(Motor Insurance ), ICICI Lombard 
General Insurance Company. “If 
Pm a good driver, I end up paying 
more because the bad driver is also 
in the basket." From January 1, 
detariffing will allow companies to 
assess the risk and accordingly fix the 
premium for different products, not 
an easy job in a country as diverse as 
India. *We are building our own 
rating engine for each product," 





- €— cie Apa sei 
Full throttle: Are we ready for the new insurance play? 


says Kamesh Goyal, CEO, Bajaj 
Allianz General Insurance. “We have 
lot of existing claims data that we are 
analysing rigorously.” The compa- 
nies will no doubt access data from 
their multinational partners (all have 
alliances), but as Uttara Vaid, 
National Head (Marketing), Tata 
AIG General Insurance, points out, 
“Indian data will be paramount.” 

Thus, non life companies are 
looking at data such as flood and 
earthquake history across various 
parts of India. And residents in 
some of Mumbai's low-lying areas 
such as Mahim, Matunga or 
Goregoan will end up paying more 
for a household policy than peo- 
ple in other suburbs. 

The real challenge in a de-tar- 
iffed regime will concern under- 
writing profits as the premium 
will vary according to market dyn- 
amics. Executives in the industry 





expect premia to vary 20 per cent 
both ways (a range of 40 per cent). 
With a claims ratio of over 30 
per cent, profit margins in the 
motor insurance business will prob- 
ably be impacted if there are any 
mistakes in fixing the premium. 
Private insurers see the public sector 
firms that enjoy a 70 per cent share 
of the general insurance business 
losing out on the retail side. The 
biggest gainer, like it should be, 

will be the consumer. 
ANAND ADHIKARI 
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27001 
Reasons 


Indian BPOs discover a new 
mantra. 


NDIA'S MUCH VAUNTED STRENGTH 
I IT services outsourcing was 
built, at least in part, on the back of 
a Level 5 certification on the 
Capability Maturity Model (pop- 
ularly abbreviated as CMM-Level 
5), a methodology developed by 
Carnegie Mellon University that 
is now used universally to assess 
process efficiency and efficacy in 
the software industry. India 





See the man: He is 27001-compliant 


arguably has more CMM-Level 5 
certified firms than any other coun- 
try in the world. 

Now, it would appear that the 
country's Business Process 
Outsourcing (BPO) industry has dis- 
covered its own equivalent of the 
certification, ISO 27001. This certi- 
fication essentially deals with digital 
and physical security and if bros 
across the country are scrambling to 
acquire one, blame it on incidents 
such as last year's fraud perpetrated 
by several former employees of 
Msource (Mphasis’ BPO arm) and 
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the recent one perpetrated by a 
HSBC employee. Dismissing these 
as stray incidents Kiran Karnik, 
President, India’s National 
Association of Software and Service 
Companies, says: “Security stan- 
dards are in place and it is a globally 
well known fact; Indian BPOs need 
have no fears.” Still, he adds, “com- 
pliance to such certifications al- 
ways helps and it should be seen as 


an investment that pays off in the 
end." “Security in the rr enabled 
services business is a significant 
issue as firms have to understand 
the twin issues of enterprise security 
and consumer privacy,” adds Ashish 
Taneja, CEO, Vertex. 

Essentially, iso 27001 specifies 
the requirements for establishing, 
implementing, operating, monitor- 
ing, reviewing, maintaining, and 


New Friends For Old 


West Bengal’s Salim-group fixation could offend the Japanese. 


VEN BEFORE WEST BENGAL AND 

Kolkata’s industrial-renaissance 
began, the Japanese were believers 
in the state and the city. The state 
has been a significant recipient of 
Japanese Overseas Development 
Assistance (ODA) and received some 
Rs 33,147 crore of this between 
2001-02 and 2005-06. 

Interestingly, West Bengal also 
happens to be the state that has 
attracted the single-largest invest- 
ment (foreign direct investment or 
FDI) made by a Japanese private 
sector company anywhere in India, 
some Rs 2,600 crore by Mitsubishi 
in the early 2000s. 

All that could change, courtesy 
the state government's new-found 
relationship with Indonesia's Salim 
Group which is rapidly emerging 
the largest investor in the state 
with plans for housing and roads, 
even a two-wheeler project. 

In August, 2006, the govern- 
ment decided to award a project to 
construct a bridge across the 
Hooghly at Haldia (cost: Rs 4,000 
crore) to the Salim Group which 
has a clutch of other investments in 
the state. 

The catch? Japan International 
Co-operation Agency (JICA) had 
already been invited by the state 
government to conduct a feasi- 
bility study and had spent around 


40 million yen (Rs 1.60 crore) on 
the same, presumably in the 
understanding that a Japanese 
firm, probably Marubeni whose 
execs met with the Chief Minister 
to discuss the project, would be 
awarded the contract. 

Japan's Consul General in 
Kolkata Yoshikazu Takeuchi was 
offended enough by what he saw as 
aslight to go public at a conference 
organised by a local chamber of 
commerce. "It is a pity that the 
government has made such a move 
after inviting Japan to undertake 
construction of the bridge." 

He has also hinted that the flow 
of ODA to the state could be hit. 
"They (the Japanese) were taking 
too long," counters Chief Minister 
Buddhadeb Bhattacharjee. “We got 
a better proposal and accepted it.” 

Takeuchi, meanwhile, has 
asked the government for a formal 
clarification, and says Japanese 
investors “will have to be more 
careful in the future.” 

That could bode ill for the city’s 
much hyped light transit system 
for which Japan External Trade 
Organisation (JETRO) and Japan 
Railway Technical Service (JARTS) 
were carrying out a feasibility 
study. Japan’s loss may well turn 
out to be West Bengal’s as well. 

RITWIK MUKHERJEE 


From defence surveillance to telecommunications, from 
design and manufacturing to customised system 
solutions, from simputers and electronic voting 
machines to energy production from renewable sources, it 
has been over five decades of commitment to quality, 
technology and innovation. And the result? A performance 
reflected in growth and profitability all the way. 
Aperformance recognized by customers in India and abroad. 
Aperformance applauded by the world. 


CMD, BEL receiving Star PSU award 
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improving а documented 
Information Security Management 
System within the context of a com- 
pany’s overall business risks. It also 
lays down guidelines regarding 
workplace hygiene and employee 
safety; several customers have 
expressed concern over the two 
issues in the context of Indian BPOS. 
“In such an environment, a certifi- 
cation such as iso 27001 will not 
only help vendors instill greater 
faith among clients but also improve 
internal customer confidence," says 
Taneja. That it should. 

AMIT MUKHERJEE 


A New MPV 
For M&M 


The company’s auto- 
renaissance continues. 


"Ts SCORPIO IS AN UNQUALIFIED 
success in the Utility Vehicles 
(UVs) segment; the Logan project 
is well underway and the car will be 
launched at a price point that will 
target the lower end of the mid- 
sized passenger car segment some- 
time in 2007; now, Mahindra & 
Mahindra (M&M) is looking at 
entering a third segment of the 
market, Multi Purpose Vehicles 
(MPVs) with the ‘Ingenio’. The com- 
pany is ploughing in Rs 550 crore 
towards developing the new prod- 
uct as well as significantly enhancing 
the company's capacity at Nashik up 
from 80,000 today to 150,000 by 
2008. The new capacity is to be 
shared by the ‘Ingenio’, the Logan as 
well as the Scorpio, demand for 
which continues to rise. 

However, this will not be the 
company's first foray into the new 
segment. In the late 1990s it 
launched the Voyager which was 
produced in association with 
Mitsubishi Motors. The MPV was 
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plagued with technical problems 
and a high sticker price, which a 
2001 redesign could not resolve 
and it was quietly withdrawn. 
According to the Society of Indian 
Automobile Manufacturers (SIAM), 
there is only one vehicle classified as 
a MPV today, the Maruti Omni. 
Thanks to the increasing sales of 
Uvs, those of Mpvs have remained 
fairly stagnant over the last few 
years at around 2,000 units a 
month. The specifics: sales of util- 
ity vehicles have climbed dispro- 
portionately over the last few years, 
by 24.2 per cent in the first quarter 
of 2005-06 alone. 

Pawan Goenka, CEO, Mahindra 
Automotive, insists that the ‘Ingenio’ 
will be different. “It is true that the 
Indian customer who looks for a 
degree of flexibility in his vehicles 
does not discriminate one category 
such as MPVs from another such as 
Uys,” he says, “but in three years the 
market for such vehicles in the Rs 
5,00,000-plus price range has more 
than doubled." He adds that M&M 
is certain it can *deliver a com- 
pelling proposition to Indian cus- 
tomers, because people are looking 
for value in this segment." 

Goenka will not be drawn into 
the specifics of the vehicle. “I can- 
not tell you anything other than 
the fact that the design is frozen 
and we should have the vehicle 


M&M's Goenka: Building on Scorpio's success 


coming off the production lines 
in 2008." 

Thus, the ‘Ingenio’, which is a 
work-in-progress name, should fol- 
low the Logan into the market. 
M&M is also believed to be explor- 
ing upgrades for its other Utility 
Vehicles as well as launching new 
versions of the Scorpio (M&M 
already sells a Scorpio Pick Up in 
South Africa). 

Meanwhile, M&M isn't the only 
one making noise about its plans for 
the Nashik plant. The M&M 
investment is being trumpeted by 
the Maharashtra government as 
yet another signal that the state (at 
least the western half) is increasingly 
becoming the destination of choice 
for auto manufacturers (Chief 
Minister Vilasrao Deshmukh was 
present at the ceremony announcing 
the investment). 

The Rs 500 crore investment 
from M&M comes two weeks after 
General Motors announced a Rs 
1,400 crore plant at Talegaon (near 
Pune); the proposed Tata-Fiat joint 
venture is expected to invest in the 
range of Rs 1,500-2,000 crore at a 
facility at Ranjangaon (near 
Ahmednagar). That makes it three 
in a row for a state that hasn't had 
too much good news to publicise. 
Deshmukh might not like the 
metaphor, but when it does rain... 

KUSHAN MITRA 
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Shortage 
Specifics 


The country could be set for a 
LPG shortage. 


HERE IS NO DENYING THAT OIL 
f Исса have perhaps never 
been so attractive—fuelling invest- 
ments in every aspect of the busi- 
ness—exploration, refining and mar- 
keting. But will this eliminate the 
shortages in products across-the- 
board when the new refineries come 
up a few years from now? Not 
quite, argues the petroleum min- 
istry in its domestic projections for 
the next five years (2007-2011). At 
present, the country imports only 
LPG. However, by the end of the 
2011, the country is likely to end up 
importing not only LPG but also 
Fuel Oil and Low Sulphur Heavy 
Stock that are predominantly used 
in the fertiliser (as feedstock fuel) 
and power sector. The ministry 
argues that this trend is in line with 
global projections that predict a 
shortage of LsHS and FO over the 
next few years. 

Why? The simple answer is that 
there is more money to be made 
in other products like petrol and 
diesel. The existing refineries are 
upgrading to improve the product 
mix, maximising output of higher 
value products like naphtha and 
petrol in the hope of increasing 
profitability. However, the invest- 
ment decision may not be entirely 
optimal given the projected shortage 
in the two low-value products. 
While the refiners may opt for a 
flexible upgrade in view of this find- 
ing, the possibility of import has 
little bearing on the users of the 
two products, since the domestic 
prices of industrial fuels are bench- 
marked to the global basket. 

How trustworthy are the gov- 
ernment’s estimates? In the past, 
the government has got it awfully 
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FO: Fuel Oil; LSHS: Low Sulphur 


Heavy Stock 
A negative figure for net supply indicates a deficit while a positive one indicates a surplus 


wrong. The current planning 
exercise has learnt from past mis- 
takes and factored in the growth 
of the services sector and the sub- 
stitution of petroleum products 


NI figures in million tonnes 


by natural gas and LNG. Rigorous 
planning and projection could 
help match demand and supply 
of oil products. 

BALAJI CHADRAMOULI 


Fine And Be Damned 


Fils still have the upper hand in dealings with SEBI. 


S THIS MAGAZINE GOES TO 

press, the buzz in stockmarket 
circles is that Citigroup Global 
Markets Mauritius (CGMM) has 
decided to pay the fine of Rs 1 
crore imposed on it by the 
Securities and Exchange Board of 
India for a 2003 violation of Fi 
(Foreign Institutional Investor) 
norms. The violation in question 
concerns wrong reporting of issued 
Offshore Derivative Instruments 
(ODIs); Citigroup had reported that 
no ODIs had been issued to over- 
seas corporate bodies (OCBs); how- 
ever, SEBI discovered that an ODI 
had been issued to an OCB, Magnus 
Capital Corporation and levied 
the maximum fine. *Citigroup 
should consider itself lucky to get 
away after committing a substan- 
tive crime," says Sandeep Parekh, 
Advocate, PH Parekh and 
Company. “No ODI should have 
been issued to an overseas corpo- 
rate body.” “We are fully co-op- 
erating with the regulator,” coun- 
ters a Citigroup spokesperson. 

Some Fils do seem to place 
client confidentiality over market 
regulations; in May 2005, SEBI 
banned uss from accessing the 
market because of the Fil’s poor 





= 
= 
> 
ES w 
z 
> 
= 
= 
> 
c 
r 


SEBI Chief M. Damodaran: Doing 
what he can 


compliance to the regulator's 
know-your-client requirement (in 
investigations surrounding the 
May 17, 2004 stockmarket crash); 
the ban was overturned by the 
Securities Appellate Tribunal and 
is being contested in the Supreme - 
Court. Today, regulations only 
insist that ODIs are issued and 
transferred to entities regulated 
by relevant regulators in coun- 
tries of their incorporation; most 
Fils do not disclose names of even- 
tual beneficiaries. *Until regula- 
tions favour the regulator Fils will 
always have an escape route," says 
Parekh. Maybe ѕеві should amend 
norms to have Fils name ultimate 
beneficiaries to opis. 

MAHESH NAYAK 
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EAR NECI MESE 


Top Of 
Her Game 


PepsiCo gets an Indian CEO. 


ROWING UP IN THE MIDDLE CLASS 
Conn of T-Nagar in 
Chennai, Indra Nooyi would join 
her sister in a game pretending to be 
the President of India. The purpose 
of the game put together by their 
mother was simple: to instill in the 
two siblings that one could aspire 
for anything, provided a person 
was committed to it and really tried. 
Decades later, their mother would 
have cause to feel proud. Though 
Nooyi—now, an American citi- 
zen—will never become the 
President of India, she has achieved 
something of note: becoming CEO of 
the second largest cola company in 
the world. 

As the head of PepsiCo, the 50- 
year old will oversee over 150,000 
employees and a company with a 
market cap of around $100 billion 
(Rs 4,70,000 crore) and earn an 
annual personal compensation of 
around $6 million (Rs 28.2 crore) 
with a handsome stock option to 
boot, making her probably the most 
highly paid executive of Indian ori- 
gin in the world. Reacting to her 
elevation, she told a meeting of 
analysts—hours after the public 
announcement—that she was both 
“humbled and honoured". 

Nooyi's ascendancy to the top 
has come as no surprise. Known 
for her dogged determination, she 
joined PepsiCo in 1994 and has 
been credited for being the driving 
force behind the strategic diversifi- 
cation and expansion the company 
undertook soon after. Some of this 
was achieved inorganically, through 
the acquisition of companies like 
Tropicana and Quaker Oats, giving 
PepsiCo the much wanted stability 
at a time colas seemed to being 
losing their fizz. In fact, she got the 
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PepsiCo's Nooyi: No glass ceiling at all 


best endorsement from outgoing 
CEO Steve Reinemund, when he 
said, “Indra’s record of transforming 
PepsiCo speaks for itself, and she 
has been an invaluable partner and 
ally throughout my time as CEO. 
She not only co-authored our vision 
and drafted our strategic blueprint, 
she has a sharp talent for turning 
insightful ideas and plans into real- 
ities and for developing and 
replenishing our talent base. Having 
worked side-by-side with Indra for 
many years, I am convinced she is 
more than qualified and clearly 
ready for her new role leading 
PepsiCo." 

And with emerging markets like 
India, China and Brazil becoming an 
integral part of the balance sheet 
of global companies, Nooyi's ascent 
to the top is expected to ensure 
that Pepsi retains its newly acquired 
edge in business. 

At a personal level, especially 
for someone who has made it big in 
the rough and tumble world of cor- 
porate America, Nooyi has always 
worn her Indian heritage on her 
sleeve, or rather as the nine-yard 
Kancheepuram silk drape, her sar- 
torial favourite for most off-work 
events. Born and raised in Chennai, 
she completed her under-graduate 
degree at Madras Christian College. 
Fluent in French, she went on to 
graduate from the Indian Institute of 
Management, Calcutta and then 
enrolled for her Masters in Public 
and Private Management at Yale 
University —where she is now on 
the advisory board. 





It is however the ability to marry 
two worlds—professional and per- 
sonal—that has stood Nooyi in 
good stead and brought her to the 
threshold of corporate stardom. Or 
as she herself told a forum, *Let 
me say that when I was a young 
girl growing up in Madras, | knew 
that to achieve my dreams I would 
one day follow the advice of the 
famous New York newspaperman, 
Horace Greeley. He said, “Go West, 
young man!" Silly me. I made the 
bold assumption that he was also 
talking to young women. So I did 
go West." And how. 

ANIL PADMANABHAN 
IN NEW YORK 





Coming Soon: 
Server Farms 


And Google may be first off 
the blocks. 


ACH TIME YOU CHECK YOUR E-MAIL, 

do a web search, buy something 
online or download a video clip 
you are interacting with data located 
in several thousand servers scat- 
tered across the world as most of 
the websites you visit are hosted 
there. With net traffic to and from 
India exploding—Internet and 
Mobile Association of India esti- 
mates that our country is the fourth 
largest user of net with more than 
50 million users—it was inevitable 
that data centres in the form of 
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Google's Larry Page and Sergey Brin: Farming in India now 


server farms, would make an 
appearance locally. That is what 
Google is believed to be examining, 
in India, though the company itself 
will not comment on the issue. 
While several companies have their 
own small scale data centres and 
some internet service providers like 
VSNL or Sify host data for some 
companies, the server farms of the 
scale of which we are talking about 
are currently not present in India. 

“It was inevitable that players 
look at setting up server farms in 
India given the growing demand 
for it,” says K.P. Unnikrishnan, 
Marketing Director, Sun Micro- 
systems, a major player in the server 
market. A local server farm does 
make eminent sense: from an end- 
user perspective it means faster data 
uploads and lower telecom costs. 
Then why aren’t companies rush to 
set up server farms? 

Blame it on problems related to 
men, machines, power and money. 
Typically, a server farm occupies 
the space of a couple of football 
fields filled with hundreds of thou- 
sands of servers and sucks power 
supply equivalent to that required in 
a large town. Setting up a data cen- 
tre thus poses a challenge especially 
in the Indian context. 

In a country where blackouts 
are routine and the quality of power 
supplied cannot be guaranteed, 
ensuring adequate and uninter- 
rupted power which is also cheap 
will be a formidable task. Since data 
centres cannot afford any down- 
time and have to run 24 X 7, com- 
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panies planning to set up server 
farms will have to ensure adequate 
backup power thus pushing up 
costs. And with real estate costs 
zooming by the day, finding real 
estate at reasonable cost (and other 
assorted specifications) is another 
task. Conservative estimates sug- 
gest that the total capital cost of a 
large server farm (including real 
estate) would be around $1 billion 
or Rs 4,700 crore. 

There is, however, no denying 


the fact that India needs server 
farms (and the logic isn’t just 
internet traffic). Increasingly, com- 
panies will look to even provide 
software as a service. Nothing 
resides on your hard disk, you just 
plug into the network, use the 
required software to do the desired 
task and store results on a server at 
a server farm till you want to access 
it again. Analysts point out the 
advantages of such a mechanism. 
Companies need not spend huge 
amounts on software upgrades, 
worry about maintenance or tech- 
nology refresh. They can just focus 
on the core business, access a serv- 
ice and pay as per use. 

If Google does indeed setup a 
server farm in India, Yahoo and 
Microsoft which have some of the 
most visited properties on the web 
are also expected to follow suit 
sooner than later. 

VENKATESHA BABU 


A Chip In Time 


Tamil Nadu’s hardware belt gets a chip unit. 


T BOASTS HARDWARE MANUFAC- 

turers such as Nokia, Flextronics, 
and Motorola. There are rumours 
that Dell and Foxconn could soon 
set up shop here. So, it shouldn’t 
come as a surprise to anyone at 
all that Sri Perumbudur, 48 km to 
the South-west of Chennai, fast 
emerging as one of India's most 
vibrant hardware belts, finally gets 
a chip shop of its own. The plant 
in question, which will cost Rs 
1,000 crore, will belong to TAPP 
Semiconductor India, founded by 
P. Raja Manickam, a 50-year old 
alum of the Indian Institute of 
Technology, Kharagpur, and a vet- 
eran of the chip-testing industry. In 
2003, Manickam founded 
Tessolve, a chip-testing firm in the 
us, then moved it to Bangalore, 
and has now decided to go the 


full nine yards with a unit at Sri 
Perumbudur *where our customers 
will be closest." TAPP will source 
wafers from various companies; 
each wafer is between 200 MM 
and 300 MM in diameter and could 
contain as many as 2,000 dies, 
which will then be cut, packaged 
and tested before being supplied to 
customers. "India is emerging as a 
favoured design centre, but there is 
no one here who does the final 
bit of assembling needed in the 
semi-conductor industry," adds V. 


. Veerappan, Co-founder and Vice 


President, TAPP. With a total cur- 
rent market size of around $3 bil- 
lion (Rs 14,100 crore), which is set 
to grow ially given the re- 
cent hardware boom, TAPP would 
seem to be onto a good thing. 
NITYA VARADARAJAN 
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RANBAXY’S WORLD 


Total revenues 


Rs 5,188 crore* 


Global revenues 


Rs 3,891 crore 
Market сар 

Rs 15,077 crore 
Number of countries 
where it is present 49 


Countries where it has 
manufacturing units 8 


Revenue target by December-2007 
Rs 9,400 crore ($2 billion) 


Rs 23.920 crore ($5 billion) 


* Revenues for 2005 


Coming into his ои іп recent 
moves have silenced’his critics 





VWH3IN 


In the eight months he's 
been in the pon room, 
Ranbaxy's Malvinder Singh 
has snapped ^ бю 
businesses abroad. But 
that’s just one part of the 
drugs giant the 33-year-old 
wants to build. 


ARCHNA SHUKLA 


ARLY THIS YEAR, ADVENT INTERNATIONAL, 


a well-known Boston-based private equity 


firm, had a problem on its hand. A prob 


lem of plenty, that is. It had invited bids 
for its 96.7 per cent stake in Romania’s 


largest generics (or copies of off-patent 


branded drugs) company, Terapia, which it had 


bought in 2003, and the response was overwhelmin; 
Queued up to buy the $80-million (Rs 376-crore 


Terapia was everyone from the world’s best-known 


generics giants to top private equity investors, recalls 


Rupert Hill, Managing Director, Merrill Lynch, 


who advised Advent on the sale. Among the bidders 
was an Indian pharmaceuticals company, which had 


n’t put in the highest bid (it was the second highest 


but was wooing Advent aggressively. The company’s 


CEO and Managing Director, as it turned out, had ar 


audacious plan: He wanted to meet with Terapia’s 
Managing Director for Central Europe, Joanna James 
to argue why the sellers should reject the top bid 


and accept his own instead. 
Even if it seemed like a long shot, James w 
impressed enough with the young CEO’s confidence 


1 


agree to meet him along with another Advent partner, 


to 


Emma Popa-Radu. Walking in alone to the meeting, 


the CEO spent the next two-and-a-half hours « т п 


ing why his Indian company was the most suitabl 


partner. Among his points: The Romanian generics 


market, while relatively small at $400 million or 
1,880 crore a year, was strategically attractive for 
low-cost, high-tech pharma company, since, | 


India, it was a low-cost production centre and a clin 


ical trial destination; besides, Romania was all set to 
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“Bont nb 27, 1972. 


Education: 
MBA, The Fuqua School of Business, Duke University, US; 
Bachelors Degree in Economics (Hons.), St. Stephen's College, 
New Delhi; 
Doon School, Dehradun 


Work experience: 
Started his career in 1993 with American Express Bank in India. 
First joined Ranbaxy in 1994 as a Management Trainee and then 
again as Junior Manager in 1998, and worked with the company in 
diverse roles of finance; global licensing; business development; 
sales & marketing. Spearheaded India operations as Regional 
Director and turned around the domestic business in 2002. 
Subsequently in 2004, he was appointed President 
(Pharmaceuticals) and Executive Director and was made responsi- 





Brian Tempest 
Executive Vice Chairman & Chief Mentor/ Ranbaxy 









ble for the Global Commercial Operations. “Malvinder has worked for me in various capacities and 
Assumed charge as MD and CEO in January 2006 he knows the business inside out. Just look at the work 
Most likely to say: he has done in the past eight months” 
"Let's get this done” 
ре join the European Union іп 2007, and given its 
арт incu ned proximity to Russia and the CIS uai could serve 
as a beachhead to both eastern and western Europe. 
Hobbies: Of course, James and Popa-Radu knew the basic 
Photography and travel facts, but they hadn't quite viewed things in the context 
Family: the young man had outlined, says Hill. As Advent 
Married with two daughters went through the shortlist of five buyers, it became ap- 
ur parent that the Indian company had the best case for 
Life's goals: a buy. A week after the young CEO had made his 


To live a balanced life and 
build a healthier world by giving 
the best in healthcare 


pitch to the sellers, he was given the good news: 
Advent would accept his bid. 

And that's how Ranbaxy Laboratories! CEO of 
three months (then), the 33-year-old Malvinder 
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: Atul Sobti 
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results now. 
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Mohan Singh, swung his first, and still the biggest, in- 
ternational M&A deal, worth a whopping $324 million. 
By the time he wrapped up his first eight months in the 
top job, Singh had pulled off a total of five global 
purchases, including some generics businesses of 
GlaxoSmithKline. “Terapia made good sense for us. I 
only did what seemed right to me," he says. 

Singh may sound modest about his nerve-wrack- 
ing fights for global businesses, but it hasn't been easy 


being him. Two years ago, when Ranbaxy's CEO of 


five years D.S. Brar abruptly resigned, there were 
murmurs that he had been eased out to eventually 
make way for Singh, elder son of Ranbaxy-builder, 


-The Domestic Pe 5.13 Ranbaxy How The Top Global Generics 
Companies Stack Up 


4 413.7% 


MOVING INTO HIGH GEAR 


Ranbaxy’s recent acquisitions make it a greater force іп 
the world generics markets. 





March 21, 2006: Ranbaxy's US arm buys patents, trademarks, 
and automated manufacturing equipment from Senetek for its 
disposable autoinjector for self-administration of parenteral 

drugs for anaphylactic shock 





March 29, 2006: Buys 96.7 per cent of Romanian drug maker 
Terapia from Advent International for $324 million (Rs 1,522 
crore). Combined with Ranbaxy's own operations in Romania, the 
Terapia acquisition creates Romania's largest generics firm 





July 18, 2006: Ranbaxy's Spanish subsidiary purchases the 
Mundogen generics business of GlaxoSmithKline in Spain. The 
acquisition beefs up Ranbaxy s product portfolio in the country 





late Parvinder Singh. Then again, when Brar successor 
Brian Tempest’s tenure was shortened by almost a 
year and the reins handed over to Singh Jr. in January 
this year (he was until then, President), tongues 
wagged. The common criticism was that the young 
man had been moved into the corner room just 


Ranbaxy s Top 10 


These generics bring home the bacon. 
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because he was a scion of the promoter family. Eight 
months into his job, the Fuqua MBA (Duke University) 
has silenced his critics, “Malvinder has worked for me 
in various capacities for past many years and he 
knows the business inside out. Just look at the work 
he has done in the past eight months,” says Tempest, 
now Executive Vice Chairman and Chief Mentor. 
“We would not hand over the company to somebody 
for some flimsy reasons,” adds Tejendra Khanna, 
Ranbaxy’s Chairman since 1999. 

To be sure, Singh has spent more than 12 years at 
Ranbaxy earning his spurs. He joined the family busi- 
ness in 1994 as one of the 20 management trainees 
hired that year. Like the other trainees, Singh was 
sent out to make calls on doctors and pharmacies, 
including those in small towns and villages of Uttar 
Pradesh and Bihar. In 1996, he went off to the us to do 
an MBA and onwards to work with Merrill Lynch’s 
investment banking team in Singapore. When father 
Parvinder Singh was diagnosed with cancer in 1998, 
Singh rejoined Ranbaxy as a junior manager. Since 
then, he’s steadily worked his way up through various 
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There are several new drugs and generics in the works. 


NEW DRUGS 


‘RBx 14374: tis aimed at Type 2 diabetes; is at pre-clinical stage 
RBx 11528: It is meant for urological disorders; is at pre-clinical stage 
RBx 10558: It is for metabolic disorders; also at pre-clinical stage 
RBx 14255: it belongs to the anti-infectives group: is at the 
pre-clinical stage 


RBx 14016 & 11082: These are aimed at asthma and related problems, 
at the pre-clinical stage 

RBx 9841: It will address urological disorders; phase-I trial completed 
oc tenti ater енуш деу peste 

о the phase la trials 
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at the pre-clinical stage 
GENERICS 
MOLECULE BRAND PATENT HOLDER SALES (RS CR) 
Atorvastatin Lipitor Pfizer 39,950 
Pioglitazone** ^ Actos Takeda 10,810 
Valacyclovir Valtrex GSK 6,110 
Tamsulosin Ротах Boehringer 4,230 


**Shared exclusivity Source: Company 
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Ramesh L. Adige 
Executive Director (Corporate Affairs)/ Ranbaxy 


"This goal 051 billion by 2012) couldn't be achieved 


ed to achieve some scale. . .to fund 
Ышы for developing proprietary drugs” 


overn 
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functions (see The Singh Essentials). And when he 
took charge of domestic operations in 2002, he licked 
it into shape, cutting costs and beefing up marketing. 
“Malvinder’s drive then is showing results now. 
Ranbaxy for the first time ever has emerged as the top 
player in India with a 5.13 per cent market share,” 
notes Atul Sobti, President (Asia, AP! Sales & Purchasing 
& Global Consumer Healthcare), Ranbaxy. Adds 
Nimesh Kampani, Chairman, JM Morgan Stanley, 
and a director on the board of Ranbaxy: “Malvinder 
was not conferred the top job in Ranbaxy because he 
was a scion of the Singh family. He earned this position 
by working hard and displaying the ability and tenac- 
ity to run a challenging business.” 


Proving His Mettle 

Challenging the business is. The pharmaceuticals 
empire that Singh oversees spans 49 countries, 10,000 
employees, and pulled in Rs 5,188 crore in revenues last 
year (calendar 2005), maintaining its position as one of 
the top 10 generics players in the world. More 
impressively, three-fourths of its revenues come from 
international sales, with the us alone accounting for 
almost a third. But it’s not the size of the empire that 
makes Ranbaxy’s business challenging. Rather, it’s the 
fiercely competitive nature of the global industry that 
makes Singh’s job no walk in the park. 

The global pharma industry is estimated at $500 bil- 
lion, of which generics account for only $40 billion. Big 
Pharma, or the top 10 global drug manufacturers, 
account for 50 per cent of the non-generic, or branded 
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Global reach: A Ranbaxy plant in the US 


drugs, market, but things are getting increasingly difficult 
for them. On the one hand, drug discovery costs are 
soaring (an estimated $1 billion is required to develop 
and market a new drug), and there are fewer block- 
busters coming off their laboratories. On the other 
hand, soaring healthcare costs, especially in the us, 
has consumers clamouring for cheaper generics. 

Things aren’t any easier in the generics business. 
While it is relatively easy to launch generics, mar- 
gins are wafer thin and the window of opportunity 
small. A generic drug must recover its investment 
between one and 12 months, before competition 
drives prices down. And increasingly, the competition 
is coming from Big Pharma itself, which has begun 
resorting to what are called *authorised generics" to get 
a slice of the generics market as well. 

So far, Indian companies like Ranbaxy have 
depended on their low-cost and superlative reverse 
engineering skills to fight in the generics market. 
But a change in India's patent regime (to product 
patents from process patents, starting 2005), the 
entry of foreign players into India, such as Teva of 
Israel, have made the topography far more hostile. 
“India has a definitive advantage in terms of cost and 
it also offers talent in various other components of the 
value chain. We are expanding operations here 
through two of our companies," says Lazer Bezdin, 
Country Manager, Teva India. Adds Kewal Handa, 
MD, Pfizer India: “Indian companies have thrived 
on their cost-advantage benefit so far. But this 
advantage will be gone sooner than later.” 








New Challenges 

That the future is going to be difficult is something 
Singh knows. He has already been through one of 
the most difficult years in Ranbaxy’s history. Last 
year, its topline fell 3 per cent against 18 per cent 
growth the year before and net profit dropped 69 per 
cent to Rs 262 crore. In reaction, the stock has yo-yoed, 
slipping from a 52-week high of Rs 559 in September, 
2005 to a low of Rs 344 just a month later. Currently, 
the stock trades at Rs 404. 

Singh is unfazed by investor reaction and sticking to 
the long-term goals envisioned by the old team (which 
included him as well) in early 2000. To wit, turn 
Ranbaxy into a research-based international pharma- 
ceutical company. The team even set revenue targets: 
$2 billion (Rs 9,400 crore) by end of 2007 and $5 bil- 
lion (Rs 23,500 crore) by 2012. “This goal, obviously, 
couldn't be achieved overnight. The company needed 
to achieve some scale, a global width and depth and 
also, a sustainable revenue pipeline that could be used 
to fund the R&D required for developing proprietary 
drugs," says Ramesh L. Adige, Ranbaxy's Executive 
Director (Corporate Affairs). 

Meeting those goals won't be easy. Analysts antici- 
pate a shortfall of $300-400 million (Rs 1,410-1,880 
crore) in the 2007 target, going by the company's guid- 
ance of 18 per cent annual growth. СЕО Ram S. 
Ramsundar, however, says that the $2-billion target will 
be met by strong organic growth and by tapping 
appropriate inorganic opportunities. Singh does seem to 
have a plan in place. He has already obtained shareholder 


So True. So Blue. 
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approval to raise $1.5 billion (Rs 7,050 crore) in equity 
and $1.2 billion (Rs 5,640 crore) in debt. “He is det- 
ermined to pursue growth even at the cost of diluting his 
personal stake in the company and the management 
trusts his judgement,” says JM Morgan Stanley’s Kampani. 
Clearly, further acquisitions will be a key part of 
Singh’s strategy going forward. “We have bought 
five businesses this year and we will buy more, wher- 
ever we see a good opportunity, be it in the us, 
Europe or India,” says Singh. (There’s buzz in the mar- 
ket that Ranbaxy might soon announce a big-ticket 
buy in the us.) Singh, however, adds that he will not 
buy companies recklessly. “We withdrew from the 
Betapharm (bought by rival Dr Reddy’s Laboratories 
early this year for $571 million or Rs 2,683 crore) deal 
because the price sought was irrational,” he claims. All 
of Singh’s recent acquisitions have been in Europe and 
that, according to experts, is a smart move. Europe has 
a low penetration of generics (see The Lure of 
Generics). “It is a challenging market because each 
country there is governed by a different set of regu- 
lations and hence, requires a distinct strategy. But 
Europe is attractive because ageing population and 
high health costs are forcing the governments to 
open the generics market,” says Merrill's Hill. 
Singh’s plan is straightforward: Continue pushing 
bread-and-butter generics, and simultaneously focus on 
developing new chemical entities, or new drugs. Unlike 
2005, when few drugs went off patent, the next few 
years look good for the generics market. Patents on 
drugs worth $70 billion (Rs 3,29,000 crore) at inno- 
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vator prices are expected to expire between 2006 and 
2010. And Ranbaxy has a strong pipeline of generics 
(there are 47 filings under Para II, Ш and IV) to go with 
a strong marketing and distribution network in the us. 
*Developing new drugs is not out of my sight. Beyond 
2012, I want to see Ranbaxy emerge as a strong hybrid 
player with substantial revenue flow from proprietary 
drugs," says Singh. “But I am clear that as of now, our 
bread and butter is going to come from generics." 
With global generics competitors also consolidating 
(Teva bought #3 Ivax recently, and Novartis’ generics 
arm, Sandoz, snapped up #2 Hexal and its stake in Eon 
Labs), Singh will find competition getting fiercer still. 
But “competition and uncertainties are a way of life in 
the generics space”, he says. “While we will strive to 
grow the market share for our branded products and 
build a robust generics pipeline, we will not shy away 
from fighting patents," he adds. Ranbaxy recently 
won one of the two patent cases against Pfizer's cho- 
lesterol-lowering Lipitor, the largest selling drug glob- 
ally, with sales of $7.5 billion (Rs 35,250 crore). It will 
get 180-day exclusivity in the generics market in 2010. 
In future, Singh will have to increase the hit rate of 
such wins. In any case, he says, whatever be the cost, his 
endeavour will be to push Ranbaxy faster along the cho- 
sen path to success and create value for shareholders si- 
multaneously. *These targets are not for any personal 
gratification. It is ultimately to make Ranbaxy grow, be- 
cause the company will outlast every individual," he says. 
Let us not forget that, as the single largest shareholder, 
Singh and his family are playing the highest stakes. Ш 
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. The potential of an enterprise for wealth creation is set apart by 
the distinctive amalgam of its Vision, Values and Vitality. It represents 
a mix of constancy and change; of a timeless core and constantly 
evolving strategies and processes built around the core. The 
effectiveness of interplay between these complementary elements 
determines the extent to which latent potential is realised. The enlargement 
of enterprise potential therefore requires Vision, Values and Vitality to be 
continuously recharged through practice and insight, revalidated for 
relevance and tested for appropriateness to the evolving competitive 
context. It is the role of leadership to nurture a unique combination of the 
8Vs towards ensuring that the enterprise sustains superior wealth generating 
capacity in an environment of escalating competitive pressures. Such 
leadership, in а multi-business context like that of your Company, needs 
to extend beyond the corporate level to the strategic business units and 
their constituents. Distributed leadership then engenders transformation 
by enhancing adaptive capability and sharpening responsiveness to 
change. In line with this thought, | will proceed to illustrate the unique 
blend of Vision, Values and Vitality that has powered the transformation 
of your Company. 
Vision 
A compelling Vision creates and forges corporate identity. It imparts a 
larger purpose and meaning to individual endeavour. It is aspirational, 
unifying and motivational. Envisioning a larger societal purpose has always 
been a hallmark of ITC, described by me in the past as 'а commitment 
beyond the market’. We articulated a Vision appropriate to the Indian 
context, tailored around the deep rural linkages that characterise your 
Company's value chain relationships. This compelling Vision of enlarging 
its contribution to the Indian society has powered your Company 
over the past decade. Such a Vision is manifest in multiple forms, 
significantly reshaping ITC’s profile. The Vision requires each of TC's 
businesses to attain leadership on the strength of international 
competitiveness. Simultaneously, it has driven your Company to also 
consciously contribute to enhancing the competitiveness of the larger 
value chains beyond its own operations. This broader commitment has 
led to the creation of unique business models that synergise long term 
shareholder value enhancement with fulfilment of the larger societal 
purpose. It has expanded corporate consciousness in the practice of 
trusteeship to ensure sustainable wealth creation through contribution to 
the Triple Bottom Line. Above all, this superordinate purpose of creating 
growing value for the Indian society has inspired your Company's human 
resource and aligned thelr collective endeavour to provide unity of purpose 
across the organisation. 
Values 
Values refer to the institutional standards of behaviour that strengthen 
commitment to the Vision, and guide strategy formulation and purposive 
action. The core Values of your Company are shaped around the belief 
that enterprises exist to serve society. In terms of this belief, profit is a 
means rather than an end in itself, a compensation to owners of capital 
linked to the effectiveness of contribution to society and the essential 
ingredient to sustain such enlarged societal contribution, Thus your 
Company has embraced an extended role of trusteeship that reaches 
beyond the assets reflected in the balance sheet to encompass societal 
assets. An unwavering commitment to integrity, ethical conduct, meritocracy, 
teamwork and abiding concer for stakeholders are at the heart of your 
Company's value system. The defining trait of ITC however, is its 


deeply ‘Indian’ character that aligns corporate strategy to national 
priorities. Such a character flows from the Indianness of its soul 
rather than the origin of its capital. As a premier ‘indian’ enterprise, 
ITC consciously engages across the value chains towards maximising 
benefit for the Indian society. Such a combination of Values determines 
choice of corporate strategy, orients such strategy in favour of 
Indian value chains wherever feasible, and engages the organisation 
willingly in confronting the larger societal challenges of inclusive _ 
and sustainable growth. Your Company's abiding commitment to _ 
society provides depth of moral content and infuses energy across 
the enterprise, thus elevating collective corporate effort to the 
fervour of a mission for the ultimate benefit of all stakeholders, 
including you, the shareholders. 


Vitality 

A compelling Vision and strong Values by themselves could not have 
radically transformed your Company without the Vitality that enables robust 
strategy formulation and world-class strategy execution. Vitality in ITC 
is manifest in many ways including the strengthening competitive 
capability, the deepening consumer insight, the breakthrough 
innovations in products and processes, the ability to rapidly absorb 
knowledge and harness technology, the widening bandwidth of 
distributed leadership, a growing nimbleness to proactively manage 
change and adaptiveness to continuously leverage market 
opportunities. ITC's robust strategy of organisation, climate of — 


-professionalism and time-tested caring culture constitute the framework 


for effectively channelising corporate Vitality. 


The inspiration, courage and commitment derived from the Vision and 
Values have led to growing Vitality. Such Vitality in tum has led to enhanced 
market standing and profitability in addition to enlarged contribution across 
the Triple Bottom Line. A clutch of global honours and recognition for your 
Company in the last several years testifies to the quality of transformation 
achieved. 

In order to fuffil tne Vision of making a substantial and enduring contribution 
to the Indian society, your Company consciously chose the more challenging 
strategy of pursuing multiple drivers of growth, against conventional 
wisdom, Your Company is engaged in managing diversity by creating 
synergies and special strengths based on cultivating a network of inter- 
dependencies within the organisation. ITC's strategy of organisation 
based on the governance principle of distributed leadership, seeks _ 
to derive the benefits of focus for each business while creatively 
deploying its diverse pool of core competencies to generate 
distinctive sources of sustainable competitive advantages. Such 
effective management of diversity further hones the adaptive capabilities 
of the organisation towards sustaining long term growth and value creation. 


BUSINESS PORTFOLIO: 
STRATEGIC PROGRESS | 


The strategic progress in each of the businesses in your Company's 
portfolio is, | am sure, a source of satisfaction to shareholders. Your 
Company has made substantial investments in technology, processes 
and systems, innovation and brand building towards acquiring intemational 
competitiveness in terms of quality and cost in each of its businesses. 
It is a measure of the continued trust reposed in your Company 
by consumers that ITC's brands today account for three of the 
top five FMCG brands in the country. 


Shedding undue preoccupation with tactical results, your Company 
committed to the Hotels business with substantial investment even during 
a prolonged period of downtum in the industry. The rewards of such 
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commitment are evident 
today in the rapid strides 
being made towards 
attaining leadership position 
by the ITC Welcomaroup 
chain. Over the past three 
years alone, Segment 
Revenues have nearly 
quadrupled while Segment 
Results have grown 
Substantially by over 25 times. Such performance, apart from reflecting 
world-class hoteliering capability, also reflects the realisation of intended 
synergies of the amalgamation of ITC Hotels Limited and Ansal Hotels 
Limited with your Company. A robust platform has thus been shaped 
for embarking on the next phase of aggressive expansion that 
would unveil, at first pass, the finest hotels in Bangalore and 
Chennai. 


The transformation of the Paperboards business 
iS another demonstration of long term value 
creation born out of deep commitment. 
Substantial investment across the value chain, 
coupled with leveraging special insights as a 
converter and consumer of high quality 
packaging, has enabled the tumaround.and $ 
growth of this business into a position of 
undisputed leadership in 
the Indian paperboard 
market. The strengthening competitive capability 
of your Company's Paperboards business has 
provided the impetus to embark on an ambitious 
expansion plan to service the growing demand 
for high quality pulp-based products, including 
а range of coated and uncoated papers. 








Your Company's Agri Business, engaged in innovatively leveraging digital 
technology to create value for the Indian farmer, continued to strengthen 
its position in domestic and global markets as a leading supplier of high 
quality, identity-preserved agri commodities. This business is rapidly 
developing into a reliable partner for two-way flow of goods and services 
in and out of rural markets. Towards achieving this long term aoal, the 
digital infrastructure of the ITC e-Choupal is being supplemented with a 
phased rollout of physical infrastructure called ITC Choupal Saagars to 
` Serve as hubs for clusters of villages. While 10 Choupal Saagars are 
already operational, 9 more are in an advanced stage of completion, The 
rural retailing initiative will be scaled up by another 40 Choupal Saagars 
in the next 12 to 18 months. This hub and spoke model is being energised 
at the village level through sanchalaks and samyojaks drawn from the 
farming community, who represent the extended enterprise. The innovative 
combination of digital, physical and human assets constitutes the 
basis for your Company's deeper engagement with the rural 
economy through the progressive development of low cost, 
broadband fulfillment capability. 





New Growth Drivers 


Your Company is also engaged in blending the multiple competencies 
residing in its various businesses to create new growth drivers in a bid 
to secure the future. Competencies are recognised, not by products or 
physical assets, but by the underlying skills that create value. To illustrate, 
the Packaged Foods business draws upon the unique sourcing capability 
of the ITC e-Choupal, the cuisine expertise of ITC Welcomgroup, the 





innovation capacity resident in the ITC R&D Centre and the traditional 
strengths of branding, trade marketing and distribution to provide distinctive 
Sources of competitive advantage in the marketplace. Conceived on the 
strength of your Company's deep rural linkages, the Packaged Foods 
business marks a comprehensive presence across the seed to stomach 
value chain. Within barely four years of launch, your Company straddies 
a wide spectrum of value added food products comprising: Staples such 
as atta, spices and cooking pastes, Snack Foods such as biscuits and 
pasta, Confectionery and Ready-to-eat foods. The Foods portfolio now 
comprises 5 brands = Aashirvaad, Sunfeast, Candyman, Mint-O and 
Kitchens of India — and over 100 distinct products 


In a testimony to the growing consumer 
franchise and market standing, 
Aashirvaad and Sunfeast already feature 
among the most trusted food brands in 
a survey by the Economic Times Brand @ 
Equity. Aashirvaad atta continues to cement 
its position as the clear leader among national 
branded players. Kitchens of India has also 
recently eamed the sobriquet of "Superbrand'. F 
A beginning has also been made towards marketing ITC's world- en 
packaged food products in overseas markets under the Kitchens of India 
brand. 





Your Company's other growth drivers in the FMCG space have similarly 
leveraged resident competencies to forge Strengthening positions in the 
marketplace. The Greeting Cards and Stationery business supplements 
ITC's presence in the tree-to-textbook value chain with a slew of value 
added products. The Lifestyle Retailing business leverages the goodwill 
of your Company's valuable trademarks towards hamessing the significant 
market opportunity afforded to India post the dismantling of the Multi- 
Fibre Agreement regime. Wills Lifestyle, another Superbrand in the FMCG 
Stable, is well on the way to becoming 
the most preferred retail brand. John 
Players, catering to the mid-market 
segment, has earned high industry 
recognition, winning the ‘Most Admired 
Shirt Brand of the Year’ award at the 
Images Fashion Awards 2005. Products 
of daily relevance to rural markets such 
as safety matches, incense sticks and 
iodised salt support the viability of the 
rural fulfilment channel, while presenting 
attractive market opportunities. 
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While the synergising of in- 
house skills is contributing 
to the rapid growth of the 
new FMCG businesses, 
such growth in tum has also 
spurred new opportunities 
for the other businesses. The 
addition of spices in the Foods 
portfolio and the demand for 
traceabilty-led products to meet 
emerging consumer needs in 
domestic and overseas markets 
has led to the development and 
pilot marketing of organic agri 
inputs for farmers. Your Company's Agri Business is now engaged in 
enlarging the scope of organic agri-input options towards offering a total 
solution package for farmers, addressing crop protection and crop quality 
requirements. 


Each of these FMCG businesses also contributes to enhancing the depth 
and breadth of your Company's trade marketing and distribution capability. 
The efficacy of such fulfilment also stands enhanced through the extensive 
use of Information Technology across the supply chain, drawing upon in- 
house skills, ITC's IT-backed distribution highway today ensures direct 
servicing of over 85,000 markets of varying population strata, covering 
nearly 2 million retail outlets. Further, the Wills Lifestyle and John Players 
ranges are retailed to customers through nearly 270 Exclusive Brand 
Outlets and shop-in-shops, and over 1500 multi-brand outlets. 


Deep domain knowledge, together with diversity of services, growing 
global delivery footprint, and world-class infrastructure and processes 
constitute a robust platform for your Company's Information Technology 
subsidiary to strengthen its market standing in the IT services and IT 
enabled services segments. 

The substantial progress made in strategy implementation and the resultant 
financial performance have eamed the right for your Company to further 
aspire to make а larger contribution to the Indian society. 





Your Company's inspiring Vision enables harmonisation of shareholder 
value creation with enlarging contribution across the Triple Bottom Line. 
Indeed, the creative energies of leadership are directed at crafting and 
honing business models that enmesh these goals in a synergistic manner. 
Just as your Company's businesses have contributed to strengthening 
its financial value creating ability, their impact on enhancing economic, 
social and ecological capital is also growing in magnitude and significance. 
it is my firm belief that the pursuit of such an approach by the corporate 
sector can further strengthen the foundation of a fruitful public-private 
partnership in the achievement of inclusive and sustainable growth, 
particularly if innovative ways could be found to incentivise wider corporate 
involvement in addressing social and developmental priorities. 
Incentivising CSR: Mobilising Consumer Support 


Detractors of Corporate Social Responsibility seem to lend conceptual 
credence to the relative inaction of corporates by viewing CSR as a 
needless drag on the owners of capital. It is often argued that initiatives 
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towards enhancing social and environmental capital are best left to other 
segments of society. The absence of direct financial reward further 
disincentivises corporate responses to developmental challenges and 
thus limits the scope and impact of CSR 


In an emerging economy like India's, with the large challenges of 
inclusiveness and ecological fragility threatening to undermine the 
sustainability of economic growth, no single organ of society passesses 
the resources to address these serious issues. The most crucial resource 
required to address the various developmental issues is not so much 
financial as organisational. Although such resources rest in abundance 
with the corporate sector, in the absence of incentives, the organisational 
capability of the corporate sector tends to be deployed almost exclusively 
towards addressing the needs of shareholders through financial 
performance. 

Powerful incentives will emerge when an enlightened civil society 
comprising customers, investors, job seekers and policy makers 
finds the mechanisms to reward enterprises that integrate social 
and environmental concerns into their business models. Financial 
reward arising from the exercise of preference by civil society in favour 
of responsible corporates can trigger substantial corporate participation 
in CSR activities. There is already evidence of such a trend emerging in 
developed markets. As indian businesses progressively integrate with the 
global market, the need for responsible business conduct will become 
an imperative for global competitiveness. 


In line with this thought, your Company is engaged in taking the lead 
to involve its consumers as partners in progress by bundling CSR 
as part of its unique value proposition. By mobilising support of 
consumers, CSR can serve as an additional differentiator for your 
Company's products and services, thereby simultaneously serving the 
cause of shareholders as well as society at large. It is hoped that your 
Company's example will serve to encourage others in the corporate sector 
to contribute more readily with impactful CSR initiatives. In this context, 
your Company's support for the setting up of the СІНТС Centre of 
Excellence for Sustainable Development is a stering example of incentivising 
CSR through recognition of excellence in sustainability practices. The 
Centre seeks to address the 
institutional void in 
developing the requisite 
capability among Indian 
industry. The Centre will 
endeavour to transform 
Indian businesses by 
providing thought leadership, 
promoting awareness and 
building capacity. 


The compelling Vision of enlarging contribution to society has 
propelled your Company to engage in its unique endeavours to 
create benchmark Triple Bottom Line performance. A growing 
consumer franchise driven by bundling CSR will provide additional 
momentum and render long term sustainability to such endeavours by 
triggering a broader movement. 


1 know that shareholders of ITC take justifiable pride in its unique contribution 
across the Triple Bottom Line. | will therefore, as a matter of practice, 
update you on the progress relating to all three dimensions of value 
creation. 





Creating Economic Multipliers 


Your Company's conscious engagement with the entire value chains of 
which it is a part is resulting in a growing and pervasive economic impact. 
Over the past decade, the value addition by your Company has grown 
at a compound annual rate of more than 12% to over Rs.68,000 crores, 
representing nearly 1.1% of the value added by the Industry sector of the 
economy. Nearly 77% of such value added accrued to the Exchequer, 
providing the much needed resources for deployment in developmental 
priorities. Foreign exchange eamings of the ITC Group during this period 
amounted to nearly US$ 2.5 billion, of which eamings from agri exports 
constituted nearly 65%. These earnings from linking the Indian farmer with 
world markets represent well over 2% of the country's agri exports. Your 
Company's investments of over Rs.6000 crores towards enhancing 
the competitiveness of its businesses support direct employment 
to the tune of 28,000 across the Group and indirect employment 
across the value chains of nearly 5 million people, whose livelihoods 
are substantially linked to their association with ITC. Amongst those 
associated are a number of enterprises in the small scale and cottage 
sectors which continue to benefit from adoption of best practices and 
access to markets. To illustrate, the Incense sticks business of your 
Company sources products from 8 vendors in the cottage sector, who 
predominantly employ women. Four of these vendors have earned the 
ISO 9000 accreditation – a first for this industry. Thus the symbiotic 
partnership between your Company and such cottage industry vendors 
leverages complementary strengths for mutual benefit, thereby enabling 
these enterprises to flourish without the need for public largesse. Your 
Company's investment plans envisaging Rs.14-15,000 crores over 
the next few years would further enlarge ITC’s economic 
contribution. 


Contribution to Social and Ecological Capital 


The uniqueness of ITC's contribution to enlarging social and ecological 
Capital lies in being able to enmesh such contribution into the process 
of generating shareholder value through creative business models. | am 
referring to the innovative ITC e-Choupal business model and the ITC 
farm and social forestry initiatives. Apart from crafting such business 
models, your Company is also engaged in implementing various other 
social development initiatives towards making a meaningful contribution 
in the economic vicinity of its operating locations, 


Empowering the small farmer 


The ITC e-Choupal initiative is a powerful illustration of linking business 
Purpose with a larger societal purpose. | have been briefing you on the 
progress of this young initiative from time to time. | will now touch upon 
its potential to empower the small farmer and thus engender rural 
transformation. 


The ITC e-Choupal 
leverages the power 
, of the Internet to 
à empower the small 
and marginal farmer 
With a host of services 
related to know-how, 
best practices, timely 
and relevant weather 
information, 
transparent discovery 
of prices and much 
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more. This digital infrastructure can also be used for channelising services 
related to credit, insurance, health, education and entertainment, It can 
also serve as a strong foundation for linking small and marginal farmers 
to futures markets to facilitate farmer risk management. 

The ITC e-Choupal is not just a village digital Kiosk with a human interface. 
The access to e-Choupals, within walking distance from the farm gate, 
is supplemented through physical infrastructure ~ the ITC Choupal Saagar 
- which functions as a hub for a cluster of villages within tractorable 
distance. These made-to-design hubs also serve as warehouses, and 
as rural hypermarkets for a variety of goods. In effect, the e-Choupal 
infrastructure is potentially an efficient delivery channel for rural 


development and an instrument for converting village populations 
into vibrant economic organisations. 


An environment rife with illiteracy, lack of basic infrastructure and low 
incomes renders the rollout of this initiative extremely onerous. Despite 
— | ES; daunting implementation 
| challenges the potential 
benefits of this project have 
Spurred your Company to 
seek innovative solutions 
| to overcome constraints. 
ВЫ. This infrastructure 
+ project now comprises 
about 6000 installations 
Ер ийан Ыла 
Over the next 7-10 years it is your Company's Vision to create а 
network of 20,000 e-Choupals and over 700 Choupal Saagars 
entailing investments of nearly Rs.5000 crores, thereby extending 
coverage to 100,000 villages ~ representing one sixth of rural India. 
This networked rural delivery system can contribute 
significantly towards addressing the ‘knowledge 
deficit’ highlighted so forcefully by the National 
Commission on Farmers, It can also meaningful 
complement the Bharat Nirman initiative of the 
govemment, towards truly securing a 'new 
deal for rural india’. The transformational 
impact of this pioneering initiative 
continues to earn global and domestic 
accolades, the most recent of which is the 
Stockholm Challenge Award 2006. 


Agro forestry led rural Renaissance 


The labour intensity of agro forestry and the availability of the second 
highest arable land mass in the world represent two strategic assets that 
Can be leveraged to transform the competitiveness of the tree-to-textbook 
value chain. Your Company's presence in this value chain provides the 
basis for a significantly enlarged contribution towards raising living standards 
in rural hinterlands. | have been briefing you about this special initiative 
in some detail in my past speeches. 


So far, more than 149 million saplings have been planted in nearly 
41,000 hectares under ITC's farm and social forestry programmes, 
providing over 18 million person days of employment. The output 
of the agro forestry programmes accounts for over 91% of the pulp wood 
requirements of your Company's mill at Bhadrachalam, thus supporting 
ts competitiveness. The growing competitiveness of your Company's 
Paperboards business provides the impetus for your Company to 
scale up the afforestation endeavour to cover over 100,000 hectares 
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by planting 600 million saplings over the next few years, creating 
in the process over 40 million person days of employment among 
the disadvantaged. 





Apart from contributing to enrichment of social capital, the benefits of your 
Company's agro forestry initiatives extend to conservation of natural capital 
as well, Increasing green cover, in situ moisture conservation, groundwater 
recharoe, significant reduction in soil erosion and enrichment of depleted 
soils are some of the direct environmental benefits. 


Other Social Initiatives 


Your Company's other social initiatives in the vicinity of its operating 
locations are centered around three main areas of intervention under 
‘Mission Sunehra Kal’; (а) natural resource management, which includes 
wasteland, watershed and agriculture development; (b) sustainable 
livelihoods, comprising genetic improvement in livestock and women's 
economic empowerment; and (c) community development, with focus 
on primary education and health and sanitation. 


Contributing to Natural Resource pem 


The soil and moisture conservation 
programme is designed to assist 
farmers in identified moisture-stressed 
districts. Under your Company's water 
resource management initiative, over RE 
one thousand water harvesting 
Structures provide critical irrigation to 
nearly 10,300 hectares, Over the next 5-7 years, your RN 
intends to create nearly 6,300 water harvesting structures and 
thereby extend critical irrigation to more than 50,000 hectares of 
rainfed arable land. 


Creating sustainable rural livelihoods 


The sustainable livelihoods initiative of your Company strives to create 
alternative employment for surplus labour and decrease pressure on 
arable land by promoting non-farm 
incomes. Among many such activities, 
the programme for genetic improvement 
of cattle through artificial insemination to 
produce high-yielding crossbred 
progenies has been given special 
emphasis because it reaches out to the 
most impoverished, Cattle development 
centres already cover more than 
1,400 villages, providing integrated 
animal husbandry services to more 
than 35,000 milch animals. The initiative 
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for the economic empowerment of women has also registered significant 
progress. To date, over 10,600 women have been organised under 630 
self-help groups. More than 4,000 women have been gainfully employed 
through micro-enterprises or self-employment backed by income generation 
loans. 





Contributing to rural community development 


Your Company's Community 
Development Programmes seek to 
contribute to two of India's most 
urgent social priorities aligned to the 
achievement of the Millennium 
Development Goals — health and 
primary education, About 34,000 
women-at-risk and children 
under 5 are being covered every year under the Mother and Child 

Р Health programme. |TO's 





education support programmes 
are aimed at overcoming the 
lack of economic opportunities 
available to the rural poor. As of 
now, ITC's rural education 
| initiative covers over 47,000 

xc # children through support 
to government primary schools and 674 Supplementary 
Learning Centres. 


CONCLUSION 


Inspired by Vision, driven by Values, powered by Vitality, the joumey of 
the past decade has been most rewarding for your Company's worid- 
class employees and for me, personally. The real transformation lies 
in their capabilities, their commitment to stay the course of a 
challenging strategic path, and their willingness to go the distance 
in their quest for enduring value for the nation and иги» 
In the unfolding era of new opportunities and new challenges, | seek your 
support on their behalf, as always 


M V 


ITC Limited 


Enduring value. 
For the nation. For the shareholder. 


This is the complete text of Chairman Y. C. Deveshwar's speech. 
The ‘video on demand" of the speech can be viewed at 
www.tcportal.com. For a booklet of the speech, 
please write to the Corporate Communications Department, 
TTC Limited, Virginia House, 37 J. L. Nehru Road, Kolkata 700 071 
or e-mail to cod@ite.in 
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Low promoter holdings coupled 
with limitless opportunities and 
potential make Indian companies 
ripe targets for global predators 
on the prowl. MAHESH NAYAK 


RUST L.N. MITTAL TO STIR UP THINGS. DAYS AFTER 

completing the acquisition of Arcelor Steel 

for $22 billion (Rs 1,03,400 crore), the 

President of Arcelor-Mittal, the world’s largest 

steel producer by far, innocuously let on that 

growth opportunities from hereon would be 
found in emerging markets like China and India. Now, 
Mittal does have a small stake in a Chinese steel maker, 
but he can’t go very far with that. That’s because the 
Chinese government won't let go of control over a key in- 
frastructure sector like steel. So where does Mittal look 
out for further growth, organic or inorganic: India of 
course, where the latter option might just prove more at- 
tractive. Two companies with capacities worth the effort 
are the state-owned Steel Authority of India or SAIL, 
(total capacity: 13 million tonnes per annum, which 
will go up to 22.5 MTPA by 2011-12), and Tata Steel (5 
MTPA, going up to 33 MTPA by 2015). SAIL and Tata 
Steel have access to vital mining assets, and Tata Steel is 
the lowest cost producer of steel in the world. 

It may not be just Mittal who's aware of such 
= indigenous strengths of the domestic steel sector. Japan's 
= Nisshin Steel Co. is said to be looking to set up shop in 
= India, and according to Standard & Poor's equity 
research, companies with the financial wherewithal to 
make global acquisitions (and thereby nudge closer to 
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Arcelor-Mittal) are Nucor Corp. and us Steel. Now an 
acquisition of SAIL is something that’s dependent on 
government policy and out of the global steel barons’ 
control. What is within their control is an acquisition 
of listed steel major, Tata Steel—a threat Chairman 
Ratan Tata sees as very real. The Tata Group has 
announced it will up its stake in the steel behemoth by 
about 7 per cent to 33.6 per cent, from 26.88 per cent. 
“We will raise the promoters’ holding so that it acts as 
a deterrent to takeovers,” said Ratan Tata bluntly at the 
Tata Steel’s 99th Annual General Meeting held in 
Mumbai last month on July 4. 


Targeting Tata Steel 

It’s easy to see the virtue in an acquisition of Tata Steel. 
Building a 5 МТРА plant at today’s costs would call for 
an investment of roughly Rs 17,500 crore. Now 
assume a predator pounces on 15 per cent of Tata Steel 
stock, and triggers the takeover code, which makes it 
mandatory for him to mop up another 20 per cent via 
an open offer to shareholders, A 35 per cent holding 
would make the raider the single largest shareholder 
in the company by far. And the best part: He would 
have accumulated those shares for a little under Rs 
10,000 crore. The upshot: Acquiring Tata Steel’s 
capacity makes more economic sense than setting up 
a similar greenfield capacity. Note: Tata Steel has 





. Tata Steel is just one of Ratan Tata's companies 
© that is vulnerable. Tata is also shoring up his 

` holding i in other group companies like Tata - 
. Chemicals, Tata Motors and Titan Industries 
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IN THE DANGER ZONE 


Companies with low promoter holdings and 
high institutional stakes. 





City Union Bank* 0 2.52 0.26 
Federal Bank * 0 9.92 30.46 
HDFC* 0 6.86 67.79 
IFCI* 0 3447 7.21 
IDFC* 0 42.88 18.28 
Karnataka Bank* 0 7.9 21.77 
Larsen & Toubro* 0 37.14 18.05 
Punjab Tractors* 0 39.9 7.85 
South Indian Bank* 0 10.17 20.33 
ICICI Bank* 0 16.21 45.44 
Mascon Global 0.68 6.39 347 
Satyam Computer 9.18 12.04 46.05 
Aftek Infosys 12.09 2.29 12.31 
IVRCL Infrastructure 12.65 27.03 36.51 
Infosys Technologies 194 7.17 35.5 
SREI Infrastructure Finance 20.08 2.12 29.98 
Essar Oil 20.12 1.38 3.06 
Lloyds Steel Industries 20.22 6.72 3.42 
HDFC Bank 21.94 6.62 32.36 
Mahindra & Mahindra 22.97 21,82 34.45 
Viceroy Hotels 23.99 9.34 4.57 
Grasim Industries 25.07 27.26 19.75 
Geodesic Information Systems 25.18 6.12 52.16 
Birla Power Solutions 25.3 0.6 0.01 
Nagarjuna Construction Co. 25.56 10.08 21.39 
Hexaware Technologies 25.92 6.97 52.15 
Great Eastern Shipping 26.09 18.68 13.32 
Trent 26.35 19.93 11.11 
Hindalco 26.79 17.52 19.4 
Tata Steel 26.88 21.03 22.88 
Polaris Software 27.86 25.32 4.48 
Apollo Hospitals Enterprise 28.4 2.17 42.69 
Indian Hotels Co. 28.4 26.12 21.31 
Tata Chemicals 28.62 30.75 2.81 
Escorts 29.89 23.33 7.24 
Orient Paper & Industries 29.94 26.66 0.31 


Fis: Indian financial institutions; Fils: Foreign institutional investors; MFs: Mutual funds 
*No individual promoters/promoter families Source: CMIE, NSE 
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Temasek's 7.43 per cent stake in K.V. 
Kamath's ICICI Bank could become a prized 
holding by 2009 if consolidation is allowed 
in banking by then 


also made acquisitions in Singapore and Millennium 
Steel for Rs 2,137 crore, whose capacities haven't 
been included in this calculation. 


The Indian Story 

This isn't just a story about the threat of a takeover— 
friendly or hostile—to Tata Steel. India is a market 
global giants can't ignore. And low promoter holdings 
at a score of India's most respected companies, many 
of them a part of India's biggest conglomerates, make 
them sitting ducks for prospective raiders, global or 
Indian. That foreign institutional investors (Fils) and pri- 
vate equity (PE) players are sitting on chunks of shares— 
in many cases their collective holding is more than the 
promoter group itself—makes for a compelling case for 
a corporate raid from within or without. And of 
course there are those blue-chips that have no pro- 
moter, and are deemed to be “professionally-run”. 
Have a look at the menu on display: HDFC (Housing 
Development Finance Corporation), the pioneer in 
home finance, which has also spawned a bank. It has 
no promoter, and a string of Fils are clutching onto 
close to 68 per cent of the institution's equity. Then 
there's engineering and construction giant Larsen & 
Toubro (L&T), a professionally-run company in which 
banks, financial institutions (Fis), mutual funds (MFs) and 
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PE PROVOCATEUR? 


Some private equity players hold a mean hand. 





337 356570 


Warburg Pincus Moser Baer India 
General Atlantic Patni Computer — 2 — 252081. 
Temasek ICICI Bank 143 66234627 
Reliance Capital 045 1,000,000 
Reliance Energy 16 3400000 
Shringar Cinemas 10. 3,156,633 
Punj Lloyd A36 7,101,135 
Chrys Capital Suzlon Energy 261 7,502,620 
YES Bank 5.56 15,000,000 
Actis (earlier CDC) IDFC 38 42,700,000 
Punjab Tractors** 25.68 15606437 
IDFC Indraprastha баѕ 106 1,490,268 
Citigroup* Centurion Bank 39 57623376 
of Punjab ^ S te 
HOFC# 927 21890 
Governmentof  Aftek Infosys 136 1180000 
Singapore Colgate-Palmolive 1.15 1,567,587 
Investment Container Corporation 1.13 733,577 
Corporation of India с IUE 
Hindalco 108 12,480,268 
ICICI Bank 23 20,538,096 
Infosys 108 2,996,322 
Suzlon Energy 15 4317250 
United Phosphorus — 121 2,257,434 
UTI Investment Ambika Cotton Mills 1489 875,000 


Advisory Services Ramkrishna Forgings 14.82 2252520 


Suryalakshmi Cotton 10.69 1428300 


* Considered holding through ^ Citigroup Venture Capital and #Citigroup Strategic Holdings 
**Includes holding of COC-PTL Holdings Some investors are registered as Fils 


Shareholding only more than 1 per cent; Holding as on June 30, 2006 Source: CMIE 


Fils collectively hold a little over 55 per cent. And 
there's a long list of companies in key sectors like rr 
services, infrastructure, automobiles, cement, metals and 
banking where the promoters’ stake is dwarfed by 
the holdings of institutional players. “The worry is for 
companies whose business doesn’t depend on pro- 
moters and who have huge assets and a strong brand 
name,” says Ambareesh Baliga, Vice President, Karvy 
Stockbroking. Baliga gives the example of a company 
like Grasim, where the promoters need to have a 
good margin of safety. Reason: Brand recall would be 
higher here than that of the promoter. 


125 SDNVYNSNI НІЛҰЗН TvVSU 3AIND « ADNOd JDNYYNSNI зион 
405334 өнә WIVTDIG3SW SYISYJAO • ADNOd hia ap ES 


ur»ju'e»ueunsute3uaLio MMM Оз UO BO} JO 
y2ue.q зѕәлеәи INO 1ISIA ‘seep Aorjod әзәүйшозэ 404 IINU jo SL ЈӘЩЈО 
pue Алеј8іпд ‘aly әз! $3цәлә иәәзәлоуип шош} s3u931u05 sNoLeA SI! pue 
әшоц 4поА 53293010 49^02 BAISUBYaIGLUOD sii әѕпеоәд Su | UGLY e sauo 
рәло| yum Ajiddey Bu әуеш [Ji^ Log e»ueunsu| ssapjoyəsnoH ano 





bt 


UMESH GOSWAMI 





acquisitions 


“Promoters today are more exposed than they 


id donna ttr companies Thei sakes hae К ДІ51 МС ТНЕ ВАК 


been replaced largely by Fils and Indian Mrs, who are less Indian promoters are hiking their holdings. 


influenced by sentiment or ‘directions from above’ 
and driven more by maximising value of their stakes,” 
says Puneet Bhatia, Managing Director of Texas Pacific 
Group & Newbridge Financial Advisors, a PE firm. 


Indeed, the РЕ bandwagon, which typically looks for Aditya Birla Nuvo 34.17 
exits three-five years from the date of investment, will Polaris Software Lab 27.86 
play а crucial role in the consolidation process. Take the — Grasim Industries 25.07 
example of a PE fund like the Malaysia-based Navis Reliance Industries 49.83 
Capital, which invests in the foods sector—and also in Great Eastern Shipping Co. 26.09 
industries where there is no dearth of multinational Apollo T 39.25 
UT. : rags pollo Tyres ; 
interest. For instance, in Malaysia it bought a baby ; 
diaper company, stayed with it for three years and Tata Chemicals 28.62 
then sold it to a Swedish multinational. Tata Motors 33.63 
Dr Reddy's Labs 27.16 
Eyeing Opportunities Hindalco 26.79 
Other PE majors may be hanging on for similar Tata Steel 26.88 


opportunities. Temasek has a chunky 7.43 per cent Of Source, cme 
ICICI Bank's capital and another 13.6 per cent in 


28.62 
24.41 
21.96 
46.76 
23.91 
37.34 
27.06 
32.35 
26.30 
25.94 
26.56 





5.59 
3.45 
3.11 
3.07 
2.18 
1.91 
1.56 
1.28 
0.86 
0.85 
_ 032 


Рип} Lloyd. Actis, another РЕ firm, has all of 25.68 per аге huge. HDFC also holds nearly 22 per cent in 
cent in Punjab Tractors (PTL), and is the largest share- HDFC Bank. If the Reserve Bank of India (RBI) does 
holder after the Burmans of Dabur. Citigroup, via stick to its roadmap of allowing consolidation in 


Citigroup Strategic Holdings (it is an ЕП), holds 9.27 the banking sector, HDFC, 


HDFC Bank—and ICICI 


per cent in HDFC (through the foreign direct invest- Bank—would be on the radar of almost every foreign 
ment route). Citi totally has a 12.3 per cent stakein bank worth its corpus. When contacted by BT, ICICI 
the mortgage firm. The implications of this stake Bank officials said they “would not like to comment 


Citigroup collectively has a 12.3 per cent stake CEO A.M. Naik may not be too worried кәк 

a hostile bid on Larsen & Toubro (L&T) 

Corp.), chaired by Deepak Parekh, by virtue of as his company boasts a market cap of 
close to Rs 34,000 crore УФ 


іп HDFC (Housing Development Finance 
which it also gets a toehold into HDFC Bank 
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Six years ago, corporate greenhorn Abhishek 
Dalmia launched a bid for the realty arm of GE 
Shipping, but he didn't get very far, although 
he did make a killing in the process 


on a hypothetical situation". Citigroup India CEO 
Sanjay Nayar says: "It's a principal investment." 
Rahul Khanna, Director, Clearstone Venture Advisors, 
a venture capital firm, says he does not see any hos- 
tile takeover activity in India in the short term. 
*However one can't deny the fact that Indian com- 
panies, primarily those operating in the manufacturing 
space, are on the radar," he adds. 


Promoters' Woes 

Are Indian promoters concerned? Says Rajat Dutta, 
General Manager (Planning), GE Shipping, in which the 
promoters hold 26.09 per cent. *Like any company we 
are also worried of being targeted for a hostile takeover. 
However, the promoters over the years have been 
steadily increasing their holding through creeping 
acquisitions from the market." Sure enough, the pro- 
moters have propped up their holding by 2.18 per cent, 
from 23.91 per cent last March. The Sheths of GE ship- 
ping aren't the only ones. Kumar Mangalam Birla, 
Chairman, Aditya Birla Group, told ВТ recently that 
“the group is constantly increasing its stake in its 
companies through the creeping acquisition route". In 
the past 15 months, the promoters' holding in Grasim 
Industries has increased by 3.11 per cent to 25.07 
per cent from 21.96 per cent. In Aditya Birla Nuvo and 
Hindalco, the stakes rose to 34.17 per cent and 26.79 
per cent from 28.62 per cent and 25.94 per cent, re- 
spectively (see Raising The Bar). 


RAIDERS NOT INVITED 


ORPORATE RAIDERS LIKE GORDON GEKKO IN REEL LIFE AND 

Michael Milken in the flesh are a rarity in India, but 

it isn't as if hostile takeovers haven't been at- 
tempted in India. The first high-profile unfriendly at- 
tempt at an acquisition can be traced back to non-resident 
Indian tycoon Swraj Paul in the early 1980s when he had 
a go at Escorts and DCM. However, he had to beat a hasty 
retreat thanks to resistance from startled Indian business 
houses and the draconian Foreign Exchange Regulation Act 
(FERA, which was finally dust-binned in 2000). The 
late Manu Chhabria met with some success, acquiring pro- 
fessionally-run companies like Shaw Wallace and Dunlop 
(ironically, another predator, the UB Group's Vijay Mallya, 
took over Shaw Wallace last year after Chhabria's death). 

To be sure, the low promoter holdings of Indian fam- 
ily businesses have invited persistent interest from wannabe 
raiders. And that activity has intensified in the past six years. 
In 2000, a corporate greenhom Abhishek Dalmia picked 
up 10.5 per cent in Gesco Corp., the real estate arm of 
Great Eastem Shipping, via his Delhi-based investment firm 
Renaissance Estates. He went on to make an open offer 
to acquire 45 per cent of the company, but the Mahindras 
threw their hat in with a counter-offer at a higher price. 
After a few more offers and counter-offers, the Mahindras 
and the Sheths of GE Shipping settled to buy out Dalmia's 
10.5 per cent stake. Dalmia didn't get the company, but 
he made a killing (a 50 per cent appreciation of his 
original investment), as did minority shareholders. 

Indeed, Indian business houses have been quick to 
come to the "rescue" of their counterparts, thereby pre- 
venting a targeted company from going into the hands of 
an “outsider”. For instance, when Kolkata jute trader 
Arun Bajoria attempted a raid on Bombay Dyeing by 
acquiring a 14 per cent stake, none other than good 
friend Ratan Tata came to the Wadias' rescue. 

Most of the recent corporate raiders aren't typical cor- 
porate honchos—the pinstriped variety seen on the cock- 
tail circuit—which perhaps explains their lack of success 
Two years ago, a Pune-based investor Ashok Kumar 
Parmar acquired a 14 per cent stake in Videocon 
Appliances. The management of Videocon Appliances den- 
ied him a berth on the board, and Parmar threatened to 
make an open offer to acquire 20 per cent more from min- 
ority shareholders. But he couldn't quite follow through and 
today Parmar holds just 1.04 per cent of Videocon (the 
promoters are sitting pretty with close to 37 per cent) 
Other similar unsuccessful bids by unlikely raiders include 
the Lok Prakashan Group, which bought 14 per cent of 
Tata Group company Voltas. The underdog in most hos- 
tile attempts in India almost never comes up trumps. 
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A hostile bid on Satyam Computer, in which 
Chairman B. Ramalinga Raju and family own 
under 10 per cent, is a possibility although 
company officials say it will be difficult 


Of course there are those companies that aren’t too 
fazed by the threat of a foreign raider. Says Shailesh 
Shah, Director & Vice President (Corporate Strategy), 
Satyam Computer Services, in which the promoters 
hold less than 10 per cent. “The hostile acquisition of 
a software services company is difficult. At the end of 
the day, one is buying people related competencies, 
capabilities, and access to markets.” Adds R. Shankar 
Raman, Vice President (Finance), L&T: “Big bucks 
will have to be shelled out for acquiring management 
control in the company. However, if anyone will add 
value to the shareholders and bring in better expertise 
to the company, the board will certainly consider giv- 
ing away management control.” 


Soaring Stocks 

If some head honchos are sitting smug, it’s also because 
the value of their stock has soared in recent times, along 
with the market boom (the recent meltdown in June 
notwithstanding). In the last three years, the BSE 
Sensex has jumped nearly four-fold. Consider a stock 
like IVRCL, which has jumped 28 times from Rs 8 to Rs 
230 in this period. The company has further ring- 
fenced itself by widening its equity base by splitting the 
face value to Rs 2 from Rs 10. That may be one reason 
for the promoters being unperturbed despite having a 
holding under 13 per cent. As a company official 
quips: “We are not worried of takeover. Rather than 
assets, we are people-driven. If someone wants to 
buy our company they can go ahead, as the promoters 
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OW EASY IS IT IN THE CURRENT СИМЕЗ FOR COMPANIES— 
H Indian or foreign—to launch a hostile bid? If 
Ambareesh Baliga, Vice President, Karvy 
Stockbroking, is to be believed, these could well be the best 
of times for predators on the prowl. "Rather than foiling 
hostile takeovers, regulations have only simplified them,” 
he says, although he adds for good measure, “The only 
good thing is that the regulator has taken due care to safe- 
guard the interests of minority shareholders.” 

Such safeguards mean that takeover tycoons have to 
get their homework right. For instance, guidelines issued 
by the Securities and Exchange Board of India (SEBI) do 
not allow for off-market deals. Even negotiated deals 
are done only on the floor of the exchange such that the 
investors and the companies involved are aware about the 
big blocks of shares that change hands. Then, every 
individual has to report to the exchange and the company 
within two days of his shareholding breaching the 5 per 
cent, 10 per cent or 14 per cent marks. Shareholders who 
have more than 15 per cent and less than 55 per cent 
have to inform the exchange and the company within two 
days if their holdings increase or decline by 2 per cent. 
Meantime, if the individual holding in a company breaches 
15 per cent, it automatically triggers an open offer for 
acquiring another 20 per cent of the equity capital from 
minority shareholders. In fact, the acquirer has to come out 
with a public announcement for the open offer within four 
working days, and has to submit a draft letter to SEBI for 
acquiring the 20 per cent stake through the open offer 
within 14 days of the public announcement. However, if 
SEBI fails to revert within 21 days, the acquirer can go 
ahead to acquire shares through the open offer. 

Such norms shouldn't deter a determined predator 
from making a hostile bid. A disadvantage for foreign 
acquirers, however, is the approvals needed from the 
Reserve Bank of India (RBI) and the Foreign Investment 
Promotion Board (FIPB). It's difficult, but not impossible. 


can start fresh." The IVRCL promoters may have other 
companies in the same vertical of infrastructure-cre- 
ation, reveal market men. 

More than valuations, though, it is the, well, hostile 
reaction all around to hostile takeovers that may curb 
a raider's interest in Indian companies. As Bhatia of 
Texas Pacific points out: *Given the local sentiments, 
hostile takeovers becoming mainstream in India like in 
the us and Europe looks difficult. However, hostile 
takeovers launched by promoters of Indian origin or 
NRIs are more likely to succeed than similar bids by for- 
eign investors." You don't have to be Einstein to figure 
out who Bhatia has in mind. Ш 
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R is for retail, | for insurance and T for telecom, and India’s biggest 
conglomerates want a fat slice of these sunrise businesses—and 
an even fatter slice of consumers’ wallets. KRISHNA GOPALAN 








ICTURE THIS SCENARIO: COMPANY R DRILLS 
for oil, refines it, uses some of that oil to 
make polyester and polymers, and markets 
some of it as transportation fuel. The poly- 
ester goes into making textiles and the poly- 
mers for making furniture and packaging 
film (to name just two end-uses). The company also 
drills for gas, which is used to generate power. That 
power is transmitted and distributed to millions of con- 
“sumers. Company R then kicks off a wireless and fixed 
line telecom providing venture. Finding takers isn't dif- 
ficult: The millions of (satisfied) electricity users are 
potential customers (new ones are of course welcome). 
Why, the nationwide broadband network that's been cre- 
ated can provide connectivity at the gas stations that mar- 
ket the transportation fuel. Emboldened, Company R 
flags off an insurance business, and is eager to cross-sell 
general and life insurance products to its electricity 
users and telephone subscribers. The final piece of the 
convergence play is courtesy a foray into organized retail 
(of food and lifestyle products). Who needs a bank, 
shrugs CEO of Company R; the supermarket could well 
prove to be a better distribution channel—not just for 
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insurance, phones and calling cards, but also for other 
financial products like home loans. What's more, exist- 
ing R-telecom users can be informed about attractive 
schemes available at the supermarket. There couldn't be 
a better way to build brand loyalty—the process begins 
even before the customer enters the store! Company R's 
CEO is beaming: He's managed to carve up a chunky share 
of the wallets of a billion customers. 

Call it convergence, integration, or straddling the 
value chain, the example above illustrates how it is pos- 
sible for a company to target virtually the entire coun- 
try's population with an integrated portfolio of prod- 
ucts and services. Company R is of course based on a 
real-life example—the Reliance Group that existed 
before brothers Mukesh and Anil went their separate 
ways. Before the split, Reliance Industries Ltd (RIL), with 
its famous wellhead to wall socket strategy, had a 
grand ambition of targeting over 1 billion consumers via 
its forays into energy, telecom and financial services. But 
it isn't as if the two brothers have abandoned their 
strategies for convergence after the settlement. RIL 
Chairman Mukesh doesn't have telecom in his sta- 
ble, but is blueprinting a retail game plan of gargantuan 

















A supermarket can act as a starting point for an RIT 
revolution, with a strong distribution network and a good brand recall 





SOUMIK KAR 


proportions. Anil, now the spearhead at the Reliance-Anil Dhirubhai 
Ambani Group (R-ADAG) is leading his charge with telecom, telecom retail 
(with its nationwide chain of Webworlds), insurance and other financial 
services (under Reliance Capital). 

Few business groups—Indian or global—would be able to replicate an 
RIL-like exploration-to-consumer strategy, but take a glance across the coun- 
try’s corporate landscape and you will discover that some of the biggest con- 
glomerates have in common three sunrise, consumer-oriented businesses: 
Retail, Insurance and Telecom (let's call it RIT). Along with the R-ADAG 
Group, the Rs 82,717-crore Tata Group too has an established presence 
across RIT (although it must be said that R-ADAG’s retail exposure is limited 
to telecom). The Rs 38,570-crore Aditya Birla Group is a play to reckon 
with in cellular telephony and financial services, including insurance, 
and Chairman Kumar Mangalam Birla is working on a retail plan, although 
he isn't ready to share it yet. Similarly Sunil Mittal's Rs 14,000-crore Bharti 
Group, after emerging top dog in cellular telephony, has insurance and 
retail designs on the drawing board. Move over ICE (information tech- 
nology, communications and entertainment) and TMT (telecom, media and 
technology), the new consumer-oriented paradigm is RIT. As Rajiv 
Memani, СЕО & Country Managing Partner, Ernst & Young India, 
points out: *The reasons the big groups are in these sectors are because 
they're sunrise sectors, they offer a huge opportunity to scale up, and they 
offer limitless possibilities for cross-selling." 


THE WAY TO A 
CUSTOMER'S WALLET 


Why mega-india Inc. can't 
ignore RIT. 


Organised retail, insurance 
(and in fact a number of 
financial services) and telecom 
are three sunrise sectors, 
enjoying high double-digit 
growth rates (in the 20-40 

per cent range), covering at 
least 70 per cent of the 
country’s population and 
having a relatively liberalised 
regulatory framework 


Retail can be the starting 
point: The supermarket is as 
good, if not a better 
distribution channel as a bank 


For a retailer with well-known 
brands and a huge customer 
base, the opportunities are 
many, including selling 
financial products like home 
loans and insurance 


A supermarket can be a 
breeding ground for telecom 
retail, housing communication 
devices and accessories, 
broadband solutions, kiosks 
and independent brand stores 
amongst others 


The telecom business can 
build brand loyalty with 
consumers early in the 
shopping process by delivering 
the right information before 
they enter the store 
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Chairman/ Tata Group 





FAW AN HUSSAIN 


Humongous Opportunity 

Consider first the humongous opportunity waiting to be 
tapped. The telecom and insurance sectors are under- 
penetrated, as is organised retail. Consider retail, for in- 
stance. The most optimistic estimates reveal that barely 
3 per cent of India’s retail sector is accounted for by the 
organised segment. Items of daily purchase like news- 
papers, magazines, cigarettes and even garments are still 
sourced from the unorganised route by most con- 
sumers. The entire retail market (organised and unor- 
ganised), according to a research report put out by 
Motilal Oswal Securities a few months ago, is pegged at 
a mind-boggling Rs 9,30,000 crore, with the organised 
share standing at Rs 28,000 crore. 

Insurance is pretty much a similar story. The 
opportunity lies in the extent to which India is under- 
insured. Before the sector was opened to private par- 
ticipation, the average size of a life insurance policy was 
approximately Rs 50,000. That number has almost dou- 
bled and those policies that are sold by the private play- 
ers have a ticket size in excess of Rs 1 lakh. But the lip- 
smacking numbers are the ones of penetration: 
Insurance gets across to about 2.65 per cent of India’s 
population in the case of life and 0.53 per cent for non- 
life. As far as telecom goes, the industry has perhaps 
made the most progress, with the total wireless 
subscriber base itself standing at 113 million as of 
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Telecom: Tata Teleservices Ltd (TTSL) is the company that provides 
pan-India wireless and wireline services apart from a host of broadband 
offerings. Also majority owner in VSNL, which provides international P 
distance services and bandwidth. - 


Total revenues: TTSL's estimated revenues for 2005-06: " 5, 320 crore 
VSNL's re s revenues for 2005-06: Rs 4,799 crore 


Current subscriber base: TTSL: T 34 million — ^. - | 
VSNL's customer base: Not available 


Insurance: Joint venture with AIG for life and non- n-life insurance through Tata 
AIG Life Insurance Co. and Tata AlG General Insurance 











Total revenues: Underwritten life premium for 2005-06: Rs 463 crore 
Underwritten general premium for 2005-06: Rs 612.38 crore 


Customer base: Number of policies/schemes for 2005-06 for life: 2.95 lakh 


Retail: Trent owns the "Westside" stores, which cater to categories such as 
menswear, womenswear, kidswear and household accessories. 
Also present in hypermarkets and bookstores (Landmark) ` 


Total revenues: Rs 357.59 crore for 2005-06 
Customer base: Not available 





July. Says Harish Bijoor, CEO, Harish Bijoor Consults 
Inc.: “In India, most consumer categories have low pen- 
etration levels. Retail is small on the organised front, 
telecom has low tele-density and in the case of insur- 
ance, this is a pathetically under-insured country.” 
Telecom was the first industry to be thrown open to 
the private sector (and to foreign investment), 10 years 
ago. Insurance followed four years later. Which explains 
probably why business groups with the RIT connection 
would have made the most progress in the wireless and 
wireline arenas. And the synergies would consequently 
begin from that point. For instance, a business group 
could begin creating brand loyalty early in the shopping 
process by delivering the right information (about dis- 
counts on offer) before the consumer enters the store. 
Once she is through with the shopping process, the store 
could serve as a bank branch, offering insurance and 
other financial products to the consumer. And as 
Bijoor points out: *A telecom user would need insur- 
ance and will peck at the top end of retail." But as P. 
Nandagopal, cEo, Reliance Insurance, says: *The po- 
sitioning of the offering is important. It is critical to en- 
sure that people are properly serviced as far as the of- 
fering is concerned.” Nandagopal adds that familiarity 
with a brand or service helps in the cross-selling 
process. Example: Reliance telecom users are more 
likely to buy Reliance insurance products than 


THE BPO LIN 


non-Reliance phone users. Adds Bimal Balasingham, чч Rip ear lice SAG , 
t NDIA’S BIGGEST CONGLOMERATES MA BE 


Director, Tata AIG Life Insurance: “The name of the 
game is customer convenience. We definitely want to ex- 
ploit the commonalities that exist between insurance and 
telecom. Our initial focus will be to build distribution 
capabilities and an expertise on the back-office front. 
We will ramp up our plans as far as getting across to the 
Tata Indicom customers is concerned over the next two 
years." As far as the retail angle goes, Balasingham says 
Trent could work out an arrangement with Tata AIG, 
similar to the one AIG has in Indonesia, where it sells its 
products at the Matahari retail chain. 


Indian consumer with a broad array of retail, insura 

and telecom products and services, but there’s yet 
another sunrise sector that's common to the Big Boys 
enabled services-business process outsourcing (ITES-BPO 
The nature of the business, though, is very different 
from the RIT bunch: Customers are all enterprises (many 
of whom are in fact retail, financial services and telecom 
companies), and almost entirely global. Yet, as far as 
growth rates and opportunity go, ITES-BPO is blazing its 
own trail. In 2005-06, the industry grew 37 per cent over 
the previous year to $6.3 billion or Rs 28,350 crore the: 


а (all exports), and is expected to hit $8-8.5 billion (Rs 
An Indian Phenomenon 37.600-39.950 crore) ir 


The RIT phenomenon might well be a very Indian 
one, and that may have a lot to do with sequence in toehold in this growth sector. By acquiring TrarisWork: 
which these three sectors were liberalised. Sanjeev (it was among the largest players in the BPO segment 

Aga, Managing Director, Aditya Birla Nuvo, says his india) in 2003. the 
group’s decisions to venture into telecom and insurance 
were pretty independent of each other. “A decision to 
get into these businesses was taken after an in-depth 
understanding of each sector...It is only in India that 


the current year 


Small wonder the cream of India Inc. has got 


the Aditya Birla Group entered the 
BPO/customer relationship management (CRM) spac: 

And only a couple of months ago, TransWorks acquired 
the Canada-based BPO Minacs Worldwide Inc. Together 


е E TransWorks and Minacs are expected to have a revenue 
this pattern (of RIT) has emerged," adds Aga. The base of $300 million (Rs 1.410 crore). The Tatas wit! 


Bharti Group, which has penetrated deep with its 


2 2 IT services pioneer, TCS, would arguably be best placed 
telecom venture, is now looking at life insurance and | 


à amongst the four in ITES—TCS offers BPO from eig 
retail (of food and groceries) in tandem, in line with its global delivery centres. Another BPO company in the Tata 
policy of focussing on *high-impact business ven- stable, SerWizSol, handles 10 millior 
tures". While target consumers would by and large 
remain the same, Bharti would try to attract a larger 
share of the increased individual earnings through 


insurance plans and retailing. using the brand and its 


transactions per 
month. The Bharti Group has a company called TeleTect 
Services (India) Ltd, a joint venture between TeleTec! 
Holdings of the US, which offers a slew of services in the 
areas of customer management solutions and ВР! 
existing market reach. Reliance-ADAG's foray into BPO is through a compar 
Globally, the convergence and cross-selling in a bid called Reliance Infostreams Private Ltd (RIPI 
to extract a maximum share of a consumer's wallet 


KUMAR MANGALAM BIRLA 


Chairman/ Aditya Birla Group 








Telecom: The group holds a 98.3 per cent stake in Idea Cellular, which operat 
in eight cellular circles and has applied for licences that will increase its presei 
to 23 circles 








Total revenues: Rs 2,409 crore for 2005-06 
Current subscriber base: 9.12 million 


Insurance: Has a joint venture with Sun Life Financial of Canada. Birla Sun Life 
Insurance has a focus on investment-linked insurance products 


Total revenues: Underwritten premium for 2005-06: Rs 678.09 crore 
Customer base: Number of policies/schemes for 2005-06: 2.65 lakh 


Retail: At the drawing board stage. Retail presence exists with appare! brands 
like Louis Philippe and Van Heusen, and this could be leveraged further 


Total revenues: Not available 


Customer base: Not available 





Focussed approach: Reliance Group's Mukesh Ambani 
(left) and M&M's Anand Mahindra 


usually begins with retail. That’s because a store in any 
format (the bigger the better) is a perfect location to home 
in on a consumer and bombard her with an array of prod- 
ucts and services. In the UK for instance, retailers like 
Sainsbury’s, Tesco and Marks & Spencer have gone 
the whole hog into financial services, and today pose a 
significant threat to conventional retail banking. Reason? 
Their brands are stronger, their operational costs are lower 
and their customer bases are larger by far. Back home, the 
Future Group’s Kishore Biyani appears best set to follow 
the UK paradigm, simply because retail was his first 
major foray. Sure enough, he’s now widening his offer- 
ings to include insurance and communication products 
and services (see The Bryani Model). “While this may pos- 
sibly not be in line with conventional wisdom, we see a 
lot of opportunities in our retail customers becoming our 
insurance customers too,” says Biyani. 

Clearly Indian conglomerates with an RIT presence 
are well placed to exploit synergies at the customer level 
and in the process reap bumper profits. Yet, there’s lit- 
tle guarantee that success in one sector will automatically 
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O WHAT ARE THE OTHER INDIAN CONGLOMERATES UP TO? 
If you look at the largest of them, Mukesh Ambani's 
Reliance Group, he’s pretty much a commodities 
giant, covering the entire petroleum spectrum, right 
from exploration to refining to marketing. Flagship Reliance 
Industries Ltd (RIL) is a colossus in petrochemicals, 
textiles and refining. But Ambani too has been lured by the 
retail opportunity, and in true RIL style he's foraying 
into this sector with a blueprint of giant proportions that 
covers various formats as well as the length and breadth 
of the country. One conglomerate though that hasn't 
been seduced by the sunrise services sector is Anil 
Aggarwal's Vedanta Group. Flagship Sterlite Industries, the 
UK-headquartered Vedanta Resources, Bharat Aluminium 
Co., Hindustan Zinc and Madras Aluminium (the last 
three being acquisitions) are all mining and metals—cop- 
per, zinc, aluminium, lead, gold—companies. Another 
metals player, albeit with not such a narrow focus, is the 
Ruias-promoted Essar Group, which is positioned as 
an infrastructure and energy monolith. Its interests: 
Steel, oil, shipping and telecom, in a joint venture with 
Hutchison of Hong Kong. One group that's diversified with 
fervour without losing focus is Mahindra & Mahindra. It 
started out as a tractors manufacturer, then moved into 
areas like utility vehicles, financial services and engineering 
services, and infrastructure development. Then there's the 
Bajaj Group, a name to contend with in the two-wheeler 
and three-wheeler business, which has also forayed 
into general and health insurance, in a joint venture 
with Allianz of Germany. Today Bajaj Allianz is the 
largest private player in life segment and #2 private player 
in the general insurance space, riding on the synergy that 
Bajaj's nationwide two- and three-wheeler distribution net- 
work brings to the table. 
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Telecom: Bharti Airtel is the #1 cellular operator, providing services 
on the GSM platform 


Total revenues: Rs 11,290 crore for 2005-06 


Current subscriber base: 24.33 million 


Chairman & Managing Director/ Bharti Enterprises 





Insurance: The group has a joint venture with AXA called Bharti AXA Life 
Insurance Co. It is yet to announce its range of products 


Total revenues: Not applicable 
Customer base: Not applicable 


Retail: The retail plans are expected to be unfurled in a couple of weeks. Tesco is 
said to be the firm favourite to partner Bharti. The group is looking at all formats 


Total revenues: Not applicable 


Customer base: Not applicable 
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Tile: Glamour Aqua 


Glamour Bianco Glamou 
Border: SL 548 Aqua Border $ 
Pencil: 548 Aqua Penci 


Tiles shown: Wall - Glamour Coffee (20x20cm); Floor - Fossil Cafe (39.5x39.5cm) 





Get the new Glamour collection from Somany and turn your home into the most alluring 
place. These mosaic-patterned tiles come equipped with matching borders & pencils, and 
are perfect for your kitchen, bathroom and pool areas. They are available in a combination 
of matt & glossy finish and can be used with other tiles to give you the freedom to mix & 
match, So, add Glamour to your lifestyle and create a world of your own. 
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THE BIYANI MODEL 


E'S EYEING THE WALLET OF EVERY INDIAN CONSUMER. AND 

H he doesn't want just a slice of it, but almost all of 

it. Kishore Biyani, the CEO of the Future Group, 

is today acknowledged as a pioneer in the Indian retail 

sector and has under his belt well-known brands such as 

Pantaloon, Big Bazaar and Food Bazaar. Biyani's pres- 

ence in retail cuts across the entire spectrum and includes, 

among other things, apparel, food and groceries, fashion, 
consumer electronics, and stand-alone malls. 

Now, Biyani has gone one step further and will be a 
player in the insurance sector as well. A couple of 
months ago he announced a joint venture with Italy's 
Assicurazioni Generali, which will make him the latest 
entrant in the life and general insurance businesses. 
Not just that, Future Capital, the financial services arm 
of the group, will go all out to tap consumer savings. And 
there's the telecom connection too: Biyani will hawk com- 
munication products through multiple formats like 
mBazaar (small outlets), mPorts (independent stores) and 
mPod (touch-screen interactive kiosks). "The target 
group for our insurance business will be those visiting the 
malls. Today, we are dealing with over 10 crore con- 
sumers, which itself is a huge opportunity," he explains. 
Unlike a Bharti, which started off with telecom, and is 
now looking at insurance as an extension, Biyani is 
using the retail platform to open up other possibilities in 
financial services. The Future Group model wouldn't 
be too different from those of UK retailers Sainsbury and 
Tesco, both of which have forayed into banking. 


BHASKAR PAUL 







Chairman/ Reliance-Anil Dhirubhai Ambani Group 


Telecom: Flagship Reliance Communications includes Reliance Infocomm, Flag 
Telecom and Reliance Telecom. It provides both CDMA and GSM services 





The Rajah of retail: Future Group’s Kishore Biyar 


result in success in the other two. “While there are con 

mon customer threads, it needs to be understood that 
a lot will depend on customer loyalty and customer 
stickiness. What’s more, retail requires expertise in 
supply chain management, which may not be that re 

evant in insurance or telecom. On the other hand, 
the quality of infrastructure is more relevant f 
tor like telecom” says Naimish Dave, Director, OC& 

Strategy Consultants. There’s little doubt, however, 
that business groups with the RIT connection are clos 
est to the consumer. Killer products and services in the 
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three sectors backed by an immaculate distribution 
network will go a long way in keeping the customer sat 
isfied. As Ajay Kakkar, Head (Branding), Relianc 

Capital, puts it: “Once у 
sumer, you have her hooked. Once you have a rel: 


ou meet the need of a cor 


tionship, she’s “doubly-hooked”. To be sure, there’s 
possibility of a “triple-hook” with RIT. Ш 
ADDITIONAL REPORTING BY AM MUKHERJI 





Total revenues: Rs 3,250 crore for the first quarter of 2006-07 
(the company did not report financial numbers for 2005-06) 


Current subscriber base: 21.43 million for the CDMA service, 2.51 million for 
the GSM service 


Insurance: Has a presence in life through Reliance Life Insurance Co. and in 
general insurance via Reliance General Insurance Co Both the companies are a 
part of Reliance Capital 


Total revenues: Underwritten life premium for 2005-06: Rs 193.43 crore 
Underwritten general premium for 2005-06: Rs 162.33 crore 


Customer base: Number of policies/schemes for 2005-06 for life: 0.79 lakh 


Retail: This is through stores across the country that sell the Reliance range of 
telecom and convergence-related products and services (it is called "Webworld") 
and could soon sell insurance products. The group is also said to be in talks with 
the All India Organisation of Chemists and Druggists Association for a joint 
venture for pharma retailing 


Total revenues: Not available 








Customer base: Not available 








HREE YEARS AFTER HE 

first visited India (and 

gave his first interview 

to BT), Yahoo’s co- 

founder and key tech- 

nologist David Filo, 40, returned 

... early August to assess the progress at 

`: Yaboo's India R&D centre in 

_ Bangalore. Evidently pleased with 

`` the developments bere, Filo, who 

co-created the portal with Jerry 

Yang in 1994, spoke to BT's 

Venkatesha Babu on a variety of 

- subjects, including Yahoo’s tussle 

gle, the future of the inte- 

the technologies that excite 

1, and the importance of India, 

both as a market and a resource 

base. Excerpts from an exclusive 
interview: 






















Welcome back to India. | believe you 
_have been going around your R&D cen- 
` tre. Are you happy with the progress 
`. "here in India? 

Oh, definitely (smiles). We talked 

three years ago and at that time we 

didn't expect the kind of progress 
made here in terms of people hired. 
Things have gone better than 
. expected. Three years later I can 
tell you we have grown here much 
faster than most other places and it 
has been a good success. 

















Twelve years after you started this 
` incredible journey called Yahoo, where 
7 бо you see the net evolving? What are 
the things that excite you today? 
Yahoo is obviously doing a number 
of different things across the globe 
in many different markets...a lot 
|^. of exciting things are going on. One 
н. ` area the company is clearly foc- 
SU ussed on is the community and the 
social. aspects. of a lot of these prod- 
ucts and services. The first 10 years 








we tended to build a lot of these 
products around mass media, as 
people took ideas from television 
and print. That is creating some- 
thing and giving out to the world 
and everybody seeing the same 
thing. We only then.started per- 
sonalising stuff. 1 think we did not 
completely tap into the community. 

Over the last couple of years 
that has changed. Good example, 
Flickr. Photo sites have been around 
for ever. Even Yahoo had its own 
photo thing. Then Flickr came along 
and really added the community 
aspect to it. People could come in, 
share photos, tag it, talk about it. 
(Editor’s note: Yahoo bought Flickr 
in. March 2005.) We are trying to 
take these ideas and its power. 
Instead of a few publishers pub- 
lishing out into the world, how can 
we tap into our consumer base that 
is close to half-a-billion people 
around the world? The challenge is 
how do we tap into that? Instead of 
pushing out things to them, how 
do we get them to add value to 
what is being created? Whether it is 
Flickr or Yahoo Answers, they are 
great examples of how things will 
evolve. User-generated communi- 
ties will be the next big thing. There 
are other areas like mobile, for 


- instance, The first 12 years was 


more about the pc. Increasingly, it 
will be more about the mobile. 


The launch of your new search engine 
platform (codenamed Panama) has 
been postponed to the first quarter of 
next year. The markets reacted by wip- 
ing off a fifth of Yahoo's market value 
last month. Is Yahoo settling for second 
best in the search race behind Google? 
Search is very important to us. We 


‚ groups. These are well beyond the 













































continue to invest a lot in today's 
products and in R&D. I think when 
we оК back from where y we were 









ie is иы, ind des 
What we know for: sure. 

to 10 years from now, seat 
very different from what i 
We are trying very hard, 
lot of resources behind it, | 
Bangalore, in the us, and 
to figure out the evolution in 
which is going to change th 
There is so much rooni 
rovement and that W 
opportunity. We can d 
photos, videos. The gat 
beginning. Yahoo is well. 
to lead this (innovation): We hav 
to keep checking that we are doing.. 
things differently, and why we are 
doing it. Question (ourselves) if 
there is а game changing thing we _ 
can do. We have to go where таг- 
ket and technology goes, fun 
innovation. and if we do that, w 
will succeed. 


Is the Yahoo-vs-Google battle one of a” ~ 
super directory vs a super search engine? - 
L don't think so. I wouldn't position. 
Yahoo as only a super directory. 
Clearly, we are much more diverse 


than that. Yes, 12 years ago we - 
were a navigational guide, we were 
a directory, we had search. But 
today we are well beyond that. 
Communication tools like e-mail, 
messenger; media like news con- 
tent, sports content or finance and 
photo sharing; and community 
aspects like Answers and Yahoo 


idea of a directory. We see our- 
selves as a web services company 
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providing essential products and 
services to people’s lives—that is, 
consumers and small business. That’s 
where we continue to focus. 


Recently you enabled Yahoo instant 
messenger (IM) to talk with Microsoft's 
IM Windows Live Messenger. Does 
this presage a larger alliance against 
your common enemy Google? A recent 
Merrill Lynch report says that Microsoft 
must look at buying Yahoo to take on 
Google. Has there been any thinking 
along these lines? 

We always have discussions with 
all the companies out there. With 
eBay, we recently announced a big 
partnership (Editor’s note: In May 
2006, the companies agreed to co- 
operate in the e-commerce, adver- 
tising and search space). In the IM 




















space, you are right, we have 
announced this inter-op deal with 
Microsoft. We have worked with 
Microsoft in the past. We will com- 
pete with companies in some cases, 
partner where it makes sense. There 
might be cases where we compete 
and cooperate with the same 
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company in different spaces. So, 
we are not averse to partnering 
with anyone just because we com- 
pete with them elsewhere. 


Yahoo recently picked up a minority 
stake in Gmarket of South Korea (10 
per cent for $60 million or Rs 282 
crore). You had earlier bought minority 
stakes in Yahoo Japan and Alibaba.com 
in China. Is your strategy too diffused? 
If you look across the world, we 
have taken a number of strategies to 
grow. Obviously, we have been a 
global company from day one, 
internet being a global medium. 
Yahoo Japan is a good example. It 
was our first place where we set 
up shop outside the us, and it was a 
joint venture with Softbank. That 
has been extremely successful for us, 
In other places where we went in on 
our own—for instance, in China— 
we took it to a level. We worked 
with Alibaba and we realised that it 
would be great for us to merge as 
that would make us that much big- 
ger. Alibaba was stronger in B2B 
stuff, auction space. We were strong 
in search, mail, etc. We realised 
that it was a natural fit. It is not 
that we have to have the same 
model everywhere. We are the 
majority owners in Europe and 
India. Every market is different, 


You have made more than 20 major 
acquisitions, including Flickr. Is Yahoo 


trying to buy innovation rather than 
innovate as some analysts accuse? 

No, I don't agree at all. We con- 
tinue to invest heavily in innova- 
tion at Yahoo. We have a lot of 
research going on, which looks out 
five, 10 years from now. Last couple 
of years, Yahoo research labs have 


grown to around 50 people and 
that is a fast growing number, 
mostly PhDs who do far-thinking 
research. They are looking at dif- 
ferent parts of the business and 
even things that Yahoo is not doing 
currently. It is not just them. We 
challenge everybody in the company 
to question the way things are 
done—is there a better way of doing 
things? When I walked around here, 
I saw innovation all around. Some of 
it will become very visible and press 
may say it is very innovative. Others 
might be back office stuff that you 
will never see, but helps us become 
more efficient and productive. 
That said, we are not going to 
corner the global market in ideas. 
That is why when a Flickr comes 
along, we at Yahoo see how can we 
make it more successful. A lot of 
times we see that in small companies. 
They have great ideas and passion, 
but when they take off, they might 
not have the base infrastructure and 
technology required to scale. That is 
where the scale of Yahoo, our tech- 
nical expertise, the platforms we 
build, our half-a-billion audience 
can really come in, take them into 
fold and make them more successful. 


Your local R&D centre employs around 
700 people now. What has come out of 
it over the last three years? 

I will let Venkat (Panchapakesan, 
CEO, Yahoo Software Development, 


India) answer things in detail... 
Three years back we were doing 
operational things, trying to take 
advantage of the time zone. Now we 
are doing all of these things, but 
much more development. Taking 
over products and even doing 
research looking out for the future. 
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We are tapping into engineering 
talent to build products and services. 
Venkat Panchapakesan: Over the 
last three years, we have built 
capabilities in four areas: research, 
product engineering and product 
development and user interface 
design. Yahoo podcasting product, 
for instance, was entirely designed, 
de eloped and built here. The entire 
Yahoo Hotjobs space, which is a 
significant revenue stream, is built 
and managed here. Even the recent 
India desktop search ability has 
been built here. India is a great test 
market since it is growing so fast... 
Filo: (interrupts) We build with a 
global mindset, and it may be even- 
tually rolled out globally. 


Will India revenues at some point 
become substantial enough or is India 
just a resource base? 

Both revenues and resource are 


extremely important. We are build- 
ing on a great talent base here, we 


continue to invest. Obviously rev- 
enues here started small, but we see 
a great opportunity over the next 10 
years. We are absolutely commit- 
ted to the Indian market. We are 
putting more money into marketing, 
product development, hiring more 
people here. Asia is key for Yahoo's 
growth. Seventy per cent or so of 
our users are already outside of the 
Us. Revenues aren't in that ratio, 
but that is quickly changing, and 
India is a key market. 


Yahoo announced a $8.6 million (Rs 
40.42 crore) investment in Bharat- 
matrimony.com just yesterday. What 
are the other verticals where Yahoo 
India thinks it is better to buy than 
build in the Indian market? 

In general across the world, we are 
constantly looking at different areas. 


Х WAY OF DOING THEM?" 


We examine, build, buy, partner. 
So, it runs the whole gamut. We 
never say no to a model or an 
opportunity. Based on market 
requirements, we will pursue one or 
the other option. 


You ever regret having encouraged your 
fellow Stanford mates, Larry and Sergey 
(founders of Google, whom Filo helped 
in the initial days)? 

(Smiles) Ah! The internet is a great 
place. We are always seeing new 
ideas and companies coming up. In 
next five years, we will have some 
very successful companies that have 
not even been thought about yet. 
That is the beauty of the net. Some 
of these companies will compete 
with us, others we will partner, some 
we will acquire. We are just happy 
to be a part of this entire thing. 
Happy to be leaders and we hope to 
continue to invest and lead. 8 
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A survey of India’s small and 
medium enterprises. 


They produce 6 per cent of the country’s GDP, 
34 per cent of national exports, and employ 
close to 30 million people. But guess what is 
hurting India’s small and medium enterprises? 
It’s not so much Chinese imports as continued 
reservation of key products 
that forces them to 
remain small. 
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R.K. Verma/ Proprietor/ Prasid Toys 
“More than us manufacturers, it was the foreign buyers who first realised that 
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Fifteen years after the economy was 
opened up to global competition, India's 
small scale industry is still struggling to 

find its feet. Ironically, it is a policy meant to 
protect them (read: reservation of products) 
that has come back to haunt them. 
However, all may not be lost yet. 


SMALL, BUT BIG 


Small enterprises make 8,000 different products 
accounting for 39 per cent of industrial production 





No. of Units 

12.34 million (10.52 million) | joe 
Registered 

1.87 million (1.48 million) — x: 
Unregistered 

10.47 million (9 million) — iu 
Employment 


29.49 million (24.93 million — — 


Production 
Rs 4,70,966 crore (Rs 2,82,270 crore) 


Exports* 


Share in GDP* 
5.81 per cent (5.77 percent) — 


Share in industrial production* 


38.55 per cent (39.12 percent) 
Share in national exports* 


34.38 per cent (34.29 percent) — — 


No. of products manufactured 
8,000 nC T PPP, 


No. of items reserved for SSIs 

ЧЕН: ышы... ыы УГРИ 
Credit from PSU banks 
Rs 82,275 crore (Rs 49,743 crore) —— — 
Share in net bank credit 

8.5 per cent (12.5 per cent) 

Sick units 


1,38,000(1,77,000) — 


Loans to sick units 
Rs 5,380 crore (Rs 4,819 crore) 
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India had suddenly becom 


Figures in brackets are for 2001-02, which was the reference period for the third 
census of SSIs; + 2004-05; Unless otherwise mentioned, the figures are for 
2005-06 Source: Ministry of Small Scale Industries 
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at throwaway prices," recalls Verma, President, Toy 
Association of India. In the bloodbath that followed, 
400 of the 700-odd manufacturers in Delhi went out of 
business, another 150 slipped into the red, and only 
about 20 managed to continue making profits. 

As Verma, also proprietor of Delhi-based Prasid 
Toys, tells you this story, sitting in his modest office in 
a west Delhi neighbourhood, there's calm in his voice. 
In between what seems like an endless and alternating 
stream of cigarettes and cups of tea, Verma tells you that 
manufacturers like him are no longer afraid of China. 
In fact, over the last five years, the organised toy 
industry (estimated at Rs 650 crore, compared to an 
unorganised market of Rs 1,500 crore) has learnt how 
to beat the Chinese at their price game. For 
example, Verma's Prasid Toys is said to 
have driven the Chinese out of the *Puppy 
House" piggy bank (see Verma's photo 
on the previous spread) market. 

So, what helped? Two things: As 
tariff barriers kept coming down, raw 
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materials for Indian toy makers became cheaper too, 
putting their input costs almost on par with those of 
Chinese manufacturers. Nominal import duty on 
things like mobile phones also reduced the incentive to 
smuggle. Then, most organised players switched over 
from a fixed-wage system to a piece-rate system, 
thereby, increasing their productivity almost overnight. 
An industry that had begun to benchmark its prices 
against “dumped” Chinese toys, found itself becoming 
even more competitive. “More than us manufacturers 
or the Indian government, it was the foreign buyers who 
first realised that India had suddenly become cheaper,” 
says Verma. Today, the irony is, notes Verma, foreign 
toy makers like Chicco of Italy want to source from 
India, but can’t find anyone who can even supply, say, 
Rs 70-crore worth of toys a year. 


Small Isn't Beautiful Anymore 

Sure, compared to China’s $15 billion, or Rs 
70,500 crore, annual toy exports, the Indian 
industry stands nowhere. But its initial slump, 
followed by a phase of recovery and spirited 
fight, is illustrative of the churn that India’s 
small and medium 
businesses have 
undergone 
over the years, 
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uet sports and shuttlecock industries are being wiped out. Footballs account for 70 
per cent of our exports, but even here we are beginning to lose our edge” 
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as the country opened up its economy to foreign 
competition and reduced the number of items re- 
served for manufacture in the small scale sector. 
Today, there are an estimated 12.34 million small 
enterprises, of which only about 1.9 million are reg- 
istered (See Small, But Big). Obviously, not all small 
businesses (with less than Rs 5 crore in plant and ma- 
chinery assets) have coped equally well. Says Ajay 
Mahajan, President of Jalandhar-based Sports Goods 
Manufacturers and Exporters Association: “All the 
racquet sports and shuttlecock industries are being 
wiped out. Footballs account for 70 per cent of our ex- 
ports, but even here we are losing the edge because we 
make hand-stitched balls, and not machine-stitched like 
China, or thermal-bonded balls like what we saw in this 
year’s soccer World Cup.” 

Anil Bhardwaj, Secretary General, Federation of 
Indian Micro and Small & Medium Enterprises (FISME) 
says that the universe of registered small businesses can 
be categorised into three: Those that are plugged into 
the supply chain of large companies and, hence, live off 
them. Such firms constitute about 20 per cent of the 
registered units. There’s a bottom 20 per cent whose fu- 
ture is uncertain either because their traditional mar- 
kets have vanished or they haven’t been able to respond 
to competition. The middle 60 per cent comprises 
units that aren’t feeding into any major supply chain, 
but are riding on the back of a strong consumer de- 
mand. For example, manufacturers of toys, utensils, or 
packaged snacks (read: namkeens). 

The top 20 per cent is growing so fast that for them 
the issues are funding, quality, and labour. Typically, 
these units belong to sectors such as auto, pharma, en- 
gineering, power, or apparel. “Our growth is only 
constrained by our own manufacturing capacities,” 
quips Bangalore-based Bharat Fritz Werner's President, 
$. N. Mishra. Technology, as eventually seen in the 
hands of the customer, is the major issue for the large 
swathe in the middle. As for the stragglers, they quickly 
need to figure out a new business model or a new busi- 
ness altogether. “SMEs should not be considered one 
homogenous mass,” says Mukesh Gulati, Manager 
of UNIDO’s (United Nations Industrial Development 
Organisation) cluster development programme aimed 
at SMEs. “The ones that haven't faced domestic or in- 
ternational competition earlier are the ones facing 
the most problem,” he says. Examples include 
Jalandhar’s sports goods industry, Aligarh’s lock mak- 
ers, and tanneries. “The Aligarh lock industry has 
been largely stagnant for the last 10 years, but those 
who have been able to modernise have benefited from 
globalisation,” admits Vijay Bajaj, Chairman, Lock 
Master India Pvt. Ltd. 

Therefore, although small enterprises in the country 








“There Is Less Justification 
For SSI Reservation Now” 


Why do we still have 326 items reserved for the small scale 
sector, when enterprises themselves cite reservation as a 
constraint to their growth? 

Well, reservation of products is a hand-down from the 
past, when there was justification for such protection. 
However, with the opening up of the economy, it is 
quite apparent now that this policy does not have the 
same degree of justification. Over the last two years, 
we dereserved about 370 items. In other words, the 
ground is being prepared for larger entities to man- 
ufacture XYZ items if that is deemed necessary. 


How do you plan to improve the competitiveness of SMEs 
in the face of global competition? 

We are in the process of drafting a new programme 
called the National Manufacturing Competitiveness 
Programme. This is targeted almost exclusively at 
small enterprises, including micro enterprises. That 
apart, there are several smaller interventions that 
supplement the flagship schemes. 


Why is FDI in SMEs limited to 24 per cent? 
It’s a policy which is there, but I think the time has 
come to review it. 


The cluster initiatives seem to be working. 
We see cluster development as the prime driver of 
most of our efforts. We plan to pursue cluster de- 
velopment with greater vigour in the 11th Plan period. 
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Time to open up: Union Ministry of SSI's Dasgupta 
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produce some 8,000 different products worth Rs 
4,70,966 crore, or 38.55 per cent of industrial pro- 
duction and 34.38 per cent of exports, there is little de- 
tailed information available on the state of their health. 
The broad picture, however, is positive. When the 
census of 5515 was last taken in 2001-02, there were just 
10 million small enterprises, but today, there are 12.34 
million. At constant prices (1993-94), production was 
Rs 1,95,613 crore, compared to Rs 2,74,776 crore last 
year. There were 1.77 lakh sick units back then. 
Today, their number has dropped to 1.38 lakh. And 
some 25 million people worked in ssis four years ago. 
Now, their number is estimated at about 30 million. 
"The small enterprises are extremely resilient, there's 
a lot of vibrancy in the sector," says Anupam Dasgupta, 
Secretary, Union Ministry of ssis. 


Cursed To Be Small 


India's nascent manufacturing resurgence may have oc- 
curred earlier, but for the policy of reservation of items 
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"(Thanks to automation) we have managed to increase our turnover four-fold over the last three 


for the small enterprises. An historical baggage from 
a time when the economy was protected and the 
government decided who could manufacture what and 
how much, the policy has been begging to be scrapped 
for years now. However, if the government has un- 
reserved items only in small lots and not at one go, it's 
because it has been fearful of job losses in the sector. 
However, when the competitor of a small Indian 
enterprise was a big Indian company, there were 
some job losses in the short run, but the new jobs 
stayed within the country. But now, with competition 
having become global, when a small business shutters, 
the jobs actually move to a country like China. 
"There's no doubt on that count," admits Dasgupta, 
"but we have to sequence the reforms carefully. In the 
past, when we dereserved items, it was based on 
suggestions by various small industry associations. 
That's the way we would like to go." 

When reservation is done away with in another 
three or four years, small manufacturers will have an 
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years, but іп that time our headcount has gone up only to 450 from 400” 
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“Aligarh’s lock industry has stagnated 
last 10 years, but there are players 
who have benefited from globalisation” 


Smart SME 


Here’s how to go from small to big. 


England to set up India’s first pH metre manu- 

facturer in Hyderabad. But like it happens with so 
many small enterprises, Raju’s Elico Ltd remained 
small for the next 38 years. But in 1998, Raju de- 
cided to retire and sell his firm to Ramesh Datla, his 
nephew who had joined the family business as a man- 
ager six years earlier. Datla quickly shifted Elico's focus 
from low-end (chemical) analytical instruments to 
high-value devices such as atomic absorption spec- 
trophotometers and water analysers. Datla hasn’t 
looked back since. Elico’s revenues are up from Rs 3.5 
crore in 1998 to Rs 25 crore and the “focus today is on 
design and development of high technology, high 
value-added instruments that involve optics, fine me- 
chanics, hardware and software”, says a proud Datla. 
What did Datla do right? Although his company was 
small, Datla took the risk of increasing investment in 
R&D. In 2000, for instance, he spun Elico’s small R&D 
department into a separate division (to make it a profit 


Be: IN 1960, D.V.S. RAJU RETURNED FROM 


centre), and began investing in building competencies 
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opportunity to scale up, and even bring in foreign di- 
rect investment (FDI). (Currently, only 24 per cent 
FDI is allowed in small enterprises.) So, it's possible that, 
say, a Chinese sports goods or toy manufacturer, sets 
up shop in India, or a foreign toy buyer sets up a 
joint venture with a local manufacturer. *Some of 
the biggest issues for SMEs are access to investment, tech- 
nology and markets, so there's little rationale in forc- 
ing them to remain small," says Sarita Nagpal, Head, 
Confederation of Indian Industry's (Cms) manufac- 
turing services and SME divisions. 

Ahead of complete dereservation, the government 
has tried to clean up the regulatory framework for the 
sector. Until now, only small scale industries were 
legally defined; there were no definitions for micro or 
medium enterprises. Besides, there were multiple laws 
governing the sector. For instance, there is a sepa- 
rate act that governs delayed payments to small en- 
terprises. With effect from October 2, 2006, not only 
will the three categories be clearly defined (micro 
would cover all enterprises with investment in plant and 
machinery of less than Rs 25 lakh; small, Rs 25 lakh 
plus to Rs 5 crore; and medium, between Rs 5 crore 
and Rs 10 crore), but an overarching act, called the 
Micro, Small & Medium Enterprises Development 
(MSMED) Act, 2006, come into force. Significantly, the 
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Betting big on R&D: Elico's Datla has got it right 





required to tap global markets. In 2002, Elico in- 
vested Rs 1 crore in R&D, compared to the Rs 50 lakh 
it had invested over the previous four years. Also, 
Datla set up a healthcare ВРО (medical transcription, 
claims processing) that last year contributed Rs 5 crore 
to Elico’s topline. “We will focus on retaining our 
#1 position in analytical instrumentation products in 
the country by continuously innovating,” says Datla. 

E. KUMAR SHARMA 


x 











TT ere ^ EAB E «4 


P 


BRI os 
HI 


nibii Í 


ТҮҮЛҮ Ө 


Uir 
S E TRES. 
pA 


tchgear c come with- 


EN Mots ne —— 


Ours come with 


+ Single source for a comprehensive and most technologically advanced range in SF6, 
Vacuum and Oil. 

+ Designed to meet and exceed national and international standards. 

+ Competitive pricing with faster deliveries. 

+ State-of-art manufacturing facilities. 

+ Complete solutions for end-to-end requirements of an industry. 

3-Assurance of partnering with preferred choice of leading global and Indian T&D 
corporations, Utilities/ EPC Contractors. 

+ Superior quality and service which, most importantly, builds long-lasting relationships. 





CG Switchgear. Positively, the best choice. 


Г 5 1сготръоп 
| S| Greaves 
EVERYDAY SOLUTIONS 


AMC/CG/08-06 


E RS — ” , , 
yr DE 241 - F Grass, Lert zi 1 ы 


website : www.cglonline.com 











J i ; 
کے‎ las ee i ala ے کے٤ <( ےک‎ SC n jtd o ee dine, jin Sie at وک ھ وی‎ АЫ ee ee O ee 


bt special 


A Tale of Two Clusters 


Same product, but contrasting fates. 


LUSTERS CAN BE A POWERFUL TOOL OF 

competitiveness, but only if exploited systemat- 

ically. Nothing illustrates this point more pow- 
erfully than the contrasting fortunes of the foundries in 
Howrah and Coimbatore. Howrah is the oldest cluster 
for foundries, having come up in the early 40s. 
Although the firms here are family-owned and-man- 
aged, they still account for a fifth of the castings pro- 
duced in the country. Lack of good quality raw mate- 
rials, shortage of power, poor infrastructure and labour 
problems sent Howrah’s foundries into a tailspin in the 
80s from which it has yet to recover. “Demand for qual- 
ity castings has been growing steadily, but Howrah’s 
foundry industry is unable to catch up with international 
standards given the problems,” says Tapas Chatterjee, 
CEO, Foundry Cluster Development Association, an SPV 
developing a Rs 122-crore Foundry Park in Howrah. 
That’s in stark contrast to how Coimbatore’s foundries 
responded to the slump of the mid-90s. “Our foundries 


Act also provides for a National Board that will rec- 
ommend ways to improve competitiveness of the sector. 


Clustering for Competitiveness 

How do you get your arms around a sector that has 
more than 12 million units? Selectively, but in groups. 
Fortunately for planners, the country’s small industries 
are bunched in broad clusters. The third census of 
ssis reveals that there are 235 districts in the country 
where nearly 80 per cent of the sector’s total pro- 
duction takes place, and there are just 114 of them that 
account for 70 per cent of the total production. The 
plan, as devised by the 551 Ministry, is to first identify 
clusters that will be most helped by intervention. The 
measures applied to identify cluster candidates will 
include things like scope for growth, need for support, 
and the ability to survive. Based on the needs of the clus- 
ters—broadly, those are technology upgradation, mar- 
ket development, access to finance and infrastructure 
support—an action plan will be drawn up for their time- 
bound development. “What we want to do is to bring 
best practices in technology, productivity and quality to 
these clusters, because both awareness and capability are 
issues that need to be addressed,” says Jawahar Sircar, 
Additional Secretary and Development Commissioner, 
Ministry of ssi, whose office directly drives the devel- 
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Stuck in iron age: Howrah foundries are in a rut 


are so flooded with orders that they are unable to 
take all of them,” says D. Gandhikumar, who runs a 
small foundry in Coimbatore. According to him, many 


of the smaller foundries doubled revenues last year. 
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What did Coimbatore do that Howrah didn't? When 


the slump came, Coimbatore foundries used it as an 
excuse to modernise themselves, and improve mar- 
keting. Even exports have risen from Rs 100 crore 
about four years ago to Rs 450 crore now. 

RITWIK MUKHERJEE AND NITYA VARADARAJAN 


opment plans related to the sector. 

Clustering will help in other ways too. The ssi 
ministry, for instance, operates a variety of agencies, 
including the Small Industries Services Institutes (51515), 
which are responsible for implementing quality upgra- 
dation and modernisation programmes. However, 
over the years, the sisis have gone out of sync with in- 
dustry needs and some say that nearly 70 per cent of 
them are moribund. With the renewed thrust on clus- 
ters, the sisis are to be repurposed and made to work in 
conjunction with the government-owned tool rooms. 
Secondly, credit to the sector is largely top-down—that 
is, RBI directs banks to extend loans to SMEs. That, 
however, is not working (See story The Cash Crunch on 
page 112). The plan now is to integrate lenders with the 
clusters and provide focussed credit. Once the clusters 
become formalised, an SME ecosystem (for example, 
service providers such as quality certification, or even 
small component suppliers), which is sorely missing 
today, may also develop. 

The cil, 80 per cent of whose members are SMEs but 
are overshadowed by the bigger 20 per cent, has been 
pushing the cluster approach too. Its SME Forum has 
adopted *Competitiveness for Sustainable & Inclusive 
Growth of the Indian SMEs" as its theme for next 
year. "What we are doing is helping them adopt rr for 


enhancing manufacturing capabilities, and modernise 
themselves through the cluster mode,” says Ravi 
Poddar, the forum’s Chairman and whose businesses in- 
clude an SME that has tied up with NEI Corporation of 
the us for nanotechnology-based lithium-ion battery 
electrode materials. 

The concept of SME clusters isn’t new, though. In 
fact, it dates back to the early 70s, but back then, the en- 
trepreneurs didn’t take the initiative seriously because 
they served a captive market. When Rajiv Gandhi was 
the Prime Minister in the mid-80s, the initiative received 
some more push, but it wasn’t until the late 90s that, 
with the help of UNIDO, clusters took off. Toys, locks, 
machine tools, and stones are some industries where 
cluster development has produced some interesting 
results. Says $.К. Kinra, Officer-in-charge of UNIDO’s 
technology upgradation programme: “When we started 


the clusters, the SMEs were largely unaware of what was 
happening elsewhere in the world. Six years on, a lot of 
them have realised that their survival depends on r 
sponding to the changes taking place around them 
Changes are evident from Aligarh to Jalandhar to 
Coimbatore. In Aligarh, for instance, 34 metal hardware 
exporters have come together to set up a special eco 
nomic zone that will be open to other manufacturers as 
well. In C oimbatore, the ailing pump manufacturers arc 
getting their act together under a Rs 66-crore cluster 
programme by investing in technology, testing facilities, 
and tools and dies. *We are aiming to develop intelli 
gent pumps (pumps with sensors) for the export and do 
mestic markets," says C.R. Shanmughasundaram, 
President, Southern India Engineering Manufacturers 
“The cluster project will be a big boon for us,” 
Jayakumar Ramadass, Mb, Mahendra Pumps 
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“Оиг business grew 43 per cent in 2003-04, 49 per cent the year after and 30 per cent last year 
In fact, our growth is only constrained by our own manufacturing capacities” 


bt special 


A Promising Market 


IT is still a rarity in SMEs, but that's changing. 


USTOMISED SOLUTIONS, CHEAP CREDIT, SPECIAL 

packages and independent sales and marketing 

teams. It seems there is little MNC tech companies 
such as HP, IBM, SAP and Oracle won't do to try and get 
a slice of the $5.6 billion or Rs 26,320 crore spent by 
SMEs (according to research agency IDC) on IT. 
(Microsoft has even launched a $15-million initiative 
called Vikas to enhance SME competitiveness.) While 
technology was way down on the list of things to invest 
in for most small businesses in the country, that has 
changed over the last few years, especially for suppliers 
plugged into big supply chains. Reason: Customer 
pressure. “Companies from four-person offices to 
500-employee companies are all aggressively invest- 
ing in technology today,” says Subhodeep Bhattacharya, 
National Manager, SMB Marketing, Hewlett-Packard 
India. But with limited rr budgets and support staff, SMES 
are very cost conscious and often want solutions that are 
customised, points out Ganesh Margabandhu, Director, 
Global Mid-market Business (South Asia), IBM. For in- 
stance, SAP's Business One, designed for SMEs with 10-100 
employees, is available in over 40 (country) versions and 
addresses the needs of specific companies through so- 


As the case of Bangalore’s machine tool industry 
shows, timely response to competition can go a long 
way in ensuring survival. “Machine tools was among 
the first sectors that faced the onslaught of a pro- 
tracted recession in the late 90s,” says С. Р. Rangachar, 
President, Indian Machine Tool Manufacturers 
Association. “Rather than close shop, the manufacturers 
enhanced their competitiveness by adopting newer 
technologies and bettering design features,” he says. Ace 
Designers is a case in point. In 2001-02, it was a Rs 48- 
crore company. Today, its revenues stand at Rs 207 
crore. How did that happen? Because Ace opted to 
invest about Rs 15 crore in a moving assembly line that 
exponentially increased production capacity. “In that 
time, we have grown our manpower only to 450 
from 400,” beams Ace’s CEO, Srinivas Shirgurkar. 

While buyers abroad are beginning to recognise the 
“Made In India” tag, it’s still a long road ahead for 
machine tools and other industries. For example, 
while domestic machine tools production grew a 
healthy 23 per cent, imports rose 59 per cent last 
year, according to Rangachar. Then, there are other 
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A window of opportunity: Both for the buyer and the seller 


lutions developed by 250 companies. Other companies 
such as IBM have created facilities where smaller inde- 
pendent software vendors can port their applications 
onto IBM platforms and customise them for specific 
small business requirements. “While sMEs may have a 
small budget, they demand a much higher degree of in- 
volvement in terms of installation and hand-holding once 
the product goes live," says Nagaraj Bhargava, Director, 
SAP India. Evidently, the SME rr market's 20 per cent 
annual growth is well worth the trouble. 

RAHUL SACHITANAND 


problems relating to infrastructure, taxation, and 
labour that make life difficult for the Indian SME. 

But these are issues the small enterprises will have 
to live with. Ultimately, it's each SME to itself. It has to 
figure out ways to innovate, improve quality and scale 
up. That might mean building strong relations with buy- 
ers, adopting transparent accounting systems, and in- 
vesting in quality and capacity. Indeed, that's beginning 
to happen with some SMEs. Those that don't change 
quickly enough or sufficiently, will find themselves 
pushed out of the market. Cluster development could 
be a lifeline for those willing to grab it. 

Here's the good thing about the small Indian 
enterprise, though: The units may go bust, but their pro- 
moters usually bounce back. Just ask Prasid Toys' 
Verma. Until 10 years ago, what he manufactured 
wasn't toys at all, but computer keyboards. m 

ADDITIONAL REPORTING BY SHALEEN 

AGRAWAL IN ALIGARH AND JALANDHAR; RAHUI 
SACHITANAND IN BANGALORE; E. KUMAR 
SHARMA IN HYDERABAD; RITWIK MUKHERJEE IN 
KOLKATA; AND NITYA VARADARAJAN IN CHENNAI 
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S P Jain” presents the Global MBA Program that opens global opportunities for you 


In the current globalized economy, 
multinational corporations the world 
over are looking for qualified 
professionals and managers, who 
have been exposed to a multinational 
environment 


S P Jain Center of Management now 
offers you a lifetime opportunity to do 
an exclusive one year Global MBA 
program conducted jointly at two 
international cities Dubai & 


S. Р JAIN 


CENTER OF 
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Singapore. Participants spend 6 
months each in both these campuses 
where they will analyze local case 
studies, do research assignments 
internships and interact with local 
businesses and their leaders 


The program offers eight unique 
super specializations in Investment 
Banking, Wealth Management, 
Banking Management, Retail 
Management, Services Marketing 


*S P Jain Center of Management is tf 
Jain Institute of Management and Research - 
among the Top Ten B schools in India and Asia (ranked 6th be 
MBA School in South Asia by Asia Inc 


and Management, Product Marketing 
and Management, IT Manager 
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This truly global learning experier 
coupled with a highly rigorous an 
advanced curriculum, will ensure 
your place among the jet setting elite 
class of global managers 


Excited by this opportunity 


Yternational initiative 
SPJIMR 
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The Cash Crunch 


Access to timely and cheap finance is possibly the biggest 
problem for most small enterprises, but that situation will only 





VIVAN MEHRA 


PETROCHEMICAL ENGINEER BY EDUCATION 
and entrepreneur by choice, Nagesh 
Basarkar, 33, is a happy man. Core 
Energy Systems Pvt. Ltd, an enterprise set 
up by him in 1999 with a capital of Rs 40 
lakh, is growing and growing fast. In less than six 
months of 2006-07, it has clocked Rs 10 crore in rev- 
enues. The tiny enterprise's journey has been well 
worth the trouble. But once in a while, Basarkar still gets 
to sample the constraints that bind a small business. In 
January this year, for instance, four banks—includ- 
ing private and public sector banks—turned down his 
request for a loan. Core, which provides turnkey 
solutions for capital equipment projects, had won an 
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change when they clean up their act. SHALINI s. DAGAR 


J.S. Gujral (lett), Director, and Sanjiv Narayan, MD/ SGS Tekniks 


“The best of SMEs get credit at interest rates which are at least around 175-200 
basis points higher than those of blue chip large corporates" 


order worth Rs 6.2 crore from one of the top govern- 
ment-backed research organisations. With impecca- 
ble execution credentials, Basarkar felt the new order 
would be his ticket to realising his dreams: A turnover 
of Rs 100 crore by 2010. 

What was the problem? A hefty collateral as a pre- 
requisite for the loan. And the collateral size? The 
usual 20 per cent of the order—or a whopping Rs 
1.24 crore in Core's case. “At the rate we were grow- 
ing, no way could we have put up so much money," 
says Basarkar. Core has doubled its turnover in 2005- 
06 to Rs 4 crore. The inland letter of credit from his 
client meant little for the bankers. A new generation pri- 
vate banker told Basarkar that the nervousness stemmed 











Nagesh Basarkar/ CMD/ Core Energy Systems 


THE SME SEGMENTATION 


Size plays an important role in access to credit. 


Turnover/ Status 


< Rs 50 lakh 

Usually run by promoters themselves, has limited 
manpower and understanding of market or needs 
of bankers. Lack of knowledge and awareness 
predominates. Has little recourse to organised 
finance. Most distressed. 


Rs 1-5 crore 

May be mostly linked to a medium-sized or large unit 
or large suppliers. Only 35-40 per cent get adequate 
credit. 


Rs 5-25 crore 

Reasonably well established, has educated 
management, proper business processes and 
organisational structure. Books are in order 
85-90 per cent get finance without difficulty. 


> Rs 25 crore 

Having attained critical size, this segment provides 
most comfort to organised channels of finance. 
This segment is chased by banks and others 

for margins that they provide. 


“At the rate we were growing, no way could we have put up so much money (a 
collateral of Rs 1.24 crore against a bank loan of Rs 6.2 crore)" 


from the huge size of the order, given Core’s puny 
turnover of Rs 2.2 crore. “They did not doubt my 
technical capabilities of delivering on the project. The 
bankers probably expect small enterprises to grow at 
only 20-25 per cent and no more,” he says. Basarkar’s 
case, though representative of the chicken-and-egg 
situation that most small and medium enterprise (SME) 
promoters get into, did not end in the manner it usually 
does for most SMEs. He did manage to find the funds. 

Lucky him. A study of 32,000 SMES and 2,500 
large corporates by rating agency, CRISIL, shows that SMEs 
have lower access to bank funding. SMEs have a signif- 
icantly low median gearing (that is, debt as a percent- 
age of shareholders' equity) of 0.34 times as against 0.73 


times for the large corporates, according to CRISIL. 
“The difference was even more evident when pro- 
moter loans are considered quasi-equity," says 
D. Thyagarajan, Director, CRISIL SME Ratings. 

Insistence on collateral, personal guarantees and 
other such credit enhancements spring from the his- 
torically high non-performing assets in the SME sector. 
Heightening the caution levels are the poor information 
flow about the sector and its informal business practices. 
“Traditionally, such companies have been very opaque 
about their disclosures to banks," says Vijay Chandok, 
General Manager, ICICI Bank. 

Consequently, the higher risk perception gets fac 
tored into the cost of funds and the time taken for 
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VIVAN MEHRA 


books, and then there is the management structure—typ- 
ically family-run with no second rung in place," he says. 

Kunwer Sachdev, a first generation entrepreneur 
who heads Su-Kam Power Systems Ltd and now has 
Reliance Energy India Power Fund and Temasek 
Holdings as private equity investors, explains the start- 
up issues. *In the early stages, accounting or finance- 
related issues are often the last priority for the entre- 
preneur as he is focussed on just growth in sales. 
Private equity investors or banks on the other hand need 
assurance of safety of their investment." Moreover, in 
pursuit of their goal of high returns, vcs have a pref- 
erence for scalable ventures—untried or untested ven- 
tures; or ventures which are highly technology oriented, 
difficult to replicate or have entry barriers for others. 

The other big issue in India is that of reaching out 
to this granular pool of SMEs stretching across multiple 
industries. “Since it is a diffused set that is being targeted, 
accessing SMEs in a cost-efficient manner is a difficult 
task," says Gupta. With demand far outstripping sup- 
ply, Balasubramanian readily owns that "the needs of the 
smaller outfits could not be addressed appropriately, even 


“In the early stages, finance-related issues are often the last priority for the entrepreneur" 





disbursement. Sometimes the due diligence by banks 
takes as long as three to four months. “The best of SMES 
get credit at interest rates which are at least around 
175-200 basis points higher than those of blue chip 
large corporates," says Sanjiv Narayan of Gurgaon- 
based sGs Tekniks, which manufactures industrial 
electronics at its plants in Gurgaon and Baddi. Narayan 
points out that even aggressive private sector and 
foreign banks are of no help. *They are willing to lend 
but only at bigger ticket sizes," he says. 
Other channels of organised finance, whether it is pri- 
vate equity and venture firms or institutions such as Small 
| Industries Development Bank of India (sipB), are con- 
strained by the same factors. According to SIDBI 
Chairman N. Balasubramanian, the smaller units are the 
. most distressed ones. He splits the SME universe into four 
categories on the basis of turnover and their access to fin- 
ance (see The SME Segmentation). As the enterprises 
increase in size and scale, they become more sophisti- 
cated in their business processes. “The smallest category 
typically has just one to two people running the enter- 
prise, so there is limited manpower and little under- 
standing of funding requirements,” he says. Manish 
Gupta, Managing Director of advisory firm IndusView 
Advisors, agrees. “A lot of SMEs do not maintain good 
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by SIDBI”. sipBI was formed in 1990 as a development 
finance institution for the sector. 

Slowing down progress is the fact that there is no 
published or syndicated information available on Indian 
SMES, unlike some of the other developed nations. 
Left with limited options for organised finance, SME pro- 
moters often rely on their own sources of funding 
such as high cost credit card loans or approach NBFCs or 
unorganised money lenders. Such funds come at a 
premium and affect the firm’s efficiencies and com- 
petitiveness. And the SMEs continue in the vicious cycle 
of small size and inadequate finance. 


Government Push 
Stunted SME growth costs the nation, since small 
enterprises are what drive the economy. Aware that the 
small sector contributes nearly 40 per cent to the 
industrial output of the country and is the largest 
source of employment after agriculture, the government 
is planning to put in place a comprehensive legislation 
by October this year (see The Big Invisible on page 100). 
The intent is to push for doubling the flow of credit to 
this sector from Rs 67,000 crore in 2004-05 to Rs 
1,35,000 crore by 2009-10, 

Meanwhile, asymmetry of information is being 
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successful people. Tips on managing my finances. So when 
leader 5 | ace that interview, is it Reader's Digest or is it me? 
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National B-School Challenge 
ARE YOU SHARP ENOUGH ? 


lenovo 


THE EAST ZONE ROUND OF ACUMEN 2006 
BEGINS AT IIM - C ON 8TH SEPTEMBER. 
PHILIPS 


Acumen 2006, India's only national level B-School challenge is back again to bowl 
you out. Presented by Business Today and the Aditya Birla Group. This is where 
you see the best minds battle, strategies drawn andleadersevolve. Their war of wits 
includes tough to crack quizzes and heated debates. The winners achieve mega 
prizes and a rare distinction. The sharpest in the audience also win exciting prizes. 


Betheretocatchtheactionorsimply winit! 

[anb un. ACUMEN SCHEDULE Ž 
Date Zone B-School partner Venue 
Aug 4-5 North IFT, Delhi ПЕТ Auditorium 
Aug 25-26 South 


Sept 8-9 East IIM, Calcutta 








` ИМ, Bangalore IIMB Auditorium 
IIM C Auditorium 








To catch the action for West zone, keep watching this space. 


ACUMEN QUIZ FOR B-SCHOOL ALUMNI 


Do you want to revive those good old days of quizzing? 
Online Media Partn 
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your zone of participation and get ready to beat your old rivals! 
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Madhya Pradesh: 
Potential Unlimited 


With a goal to catalyse development in the state, the government of MP under 
the leadership of Chief Minister Shivraj Singh Chauhan is making the right 


moves that make MP a favourable place for investors 


ere is a quick India 

quiz: Name the Indian 

state that is the largest 

producer of soyabean, 
oilseeds and garlic. Which state grows 
2596 of India's pulses, and 4096 of 
grams? Where is the only operational 
diamond mine in India located? 
Which state has become a leader in 
implementation of rural employment 
guarantee schemes, Pradhan Mantri 
Gram Sadak Yojna, public-private 
partnerships, industrial investment 
proposal execution, etc? 


All answers point to Madhya 
Pradesh. With such achievements 
in its kitty, the state is no longer 
lagging behind others in 
terms of development. It is E 
now putting its act in place Area: 
and entering a new era of 


of which the last two -and-a-half 
years have contributed a lion's 
share of Rs 50,000 crore. Credit no 
doubt goes to the progressive Chief 
Minister, Shivraj Singh Chauhan, 
who has drawn up a blueprint to 
make Madhya Pradesh a world- 
class state. His vision is to bring in 
better governance and build better 
infrastructure which is in tune with 
the rapid growth being seen by the 
state. 


As Mr Chauhan puts it, "When 
the administrative machinery is 
inspired from the top and things 
are geared up from top to bottom, a 
conducive work culture is created, 


308,000 sq km 


(second largest state) 


development. And why Population: 603.85 lakhs 
not? Italready ranks among Density (per sq km): 196 

the first ten states in terms Literacy rate: 63.796 

of proposed investments: — SGDP: Rs 53,539 crore 
Rs 80,000 crore so far, out Per capita income: Rs 8,238 


and work gets done faster. We are 
trying to make development a mass 
movement in Madhya Pradesh." 


With the Industrial Policy 
coming into effect in April 2004, the 
change in the investment climate of 
the state is visible. This brought in 
an environment that is extremely 
friendly to investors. It has simplified 
rules and procedures, put an end 
to red tapism and introduced a 
single-window clearance system 
which. ensures smooth and time 
bound approvals for industrial and 
commercial projects. An attractive 
package of fiscal incentives which is 
offered by the policy has transformed 

the state into a much sought- 
after investment destination. 


Any project that has an 
investment exceeding Rs 


25 crore gets guided and 
monitored by an Industrial 
Advisory Council headed 
by the chief minister who 








is assisted by other ministers and 
industry leaders. 


All this»adds to the inherent 
strengths that Madhya Pradesh 
has. Being at the heart of India, the 
state commands a distinct strategic 
advantage. The state is easily 
accessible from the country’s metros. 
It shares its border with six other 
states and can easily become the 
logistical hub of industries. 


Madhya Pradesh is rich in natural 
resources. It provides a good quality 
of life and can easily boast of an 
industrial growth that can be the envy 
of other states. The labour is known 
to be peaceful and hard working. 
With such advantages, the state has 
emerged as an investment destination 
that is very hard to ignore. 


INFRASTRUCTURE 
The government under the able 
leadership of Mr Chauhan is keen on 





Road M 18) 


construction. 


п In 2005-06, a record amount of Rs 586.86 cr spent on road 





п A total road length of 2759 km covering 598 roads, was 


constructed. 


m The maximum number of villages in any state to benefit from the 
extensive road construction: 3701 villages. 
= MP has been ranked 2nd in the quality of roads constructed by 


National Quality Monitor. 


= Complete transparency maintained in the bidding and payment 
modes, with all processes and bills available online for public scrutiny. 


developing the infrastructure so that 
Madhya Pradesh attains world-class 
facilities. It has drawn up several 
initiatives to elevate the standards 
of living and bring about holistic 
development. The development 
schemes are not limited to cities and 
span across all the towns and villages 
of the state. 


ROADS 
For those who have not visited 
Madhya Pradesh in recent times, the 





quality of roads will be an eye opener 
and will reflect the progress made by 
the state. Being able to drive at 100 km 
per hour and covering the distance 
between Bhopal and Pachmarhi in 
about four hours is routine now. The 
same distance would take more than 
double the time a few years ago. Over 
18,000 kms of new road has been 
constructed with the help of private 
sector participation. 


The roads the 
places of tourist interest thus 
boosting the travel industry as 
well. Maintenance of the roads 
has also been given to private 
players. Toll tax, investments in 
bonds, are some of the ways by 
which funding for the same is 
being ensured. The system now 
enforces the private players to 
be accountable. The role of the 
PWD has also been redefined 
as the department now is more 
concerned with formulating new 
effective policies and identifying 
priority projects for the state. 


now connect 


WATER 
Water is a plentiful resource in 
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= Transmission capacity to be increased this year by investing Rs 620 
crore on sub-station capacity of 2403 MVA and installing 2200 km 
of electricity lines. 

m The capacity is to be increased in the next two years to reach 
7220 MW. 

= Distribution losses to be brought down from 5.2296 to 4.9%. 

п Rs 1,093 crore to be spent on distribution projects. 


Madhya Pradesh. This is despite the 
fact that the penisular rivers here are 
rain fed. The average surface water 
availability is 81.50 lakh hectare- 
metre contributed by 10 major river 
basins. Also, 35-50 lakh hectare- 
metre ground water is available. 
Water harvesting is steeped in the 
culture of MP from ancient days. 
Ground water replenishment is ап 
issue being effectively addressed by 
Jal Abhishek Campaign. 


ELECTRICITY 

The north-eastern belt of MP has 
huge reserves of coal and is 
slated to become the power 
hub of the country in the 
next few years by producing 
about 10,000 MW of thermal 
power, Thestatehasincreased 
its power capacity in recent 
years and that is because 


generation, transmission 
and distribution have been 
segregated. - Earlier they 


were under a single entity. 


AIRPORTS 

The state has airports in Bhopal, 
Jabalpur, Indore and’ Khajuraho. 
The government is busy upgrading 
the airports in Bhopal and Indore 
to reach international standards, 
both for cargo as well as the 
passengers. Land is being offered 
for free for expansion of runways at 
these airports. Upgrading the cargo 
terminal is a direct indication of the 


rise in volume of exports. There are 
three dry ports in the state to handle 
the volume of cargo. 








-Maharashtra 





The state has added 1,545 Karnataka 

MW additional capacities 

of power generation in MP 

the last two-and-a-half : 

years and has increased its 0 1000 ait" 9000 4000 5000 


transmission capacity by ап 
impressive 30%. 


man-days lost per year 






HEALTHCARE 
The government is working to 
improve the healthcare facilities in 
the state. Several new programmes 
have been started to this end. The 
government has decided to launch a 
new medical university in the state— 
this is happening for the first time in 
42 years. Free transportand healthcare 
at government hospitals to pregnant 
women is being provided—this has 
increased the percentage of women 
coming to hospitals for delivery from 
26 to 35%. SC/ST families who are 
under the poverty line are being given 
free healthcare benefits worth up to 
Rs 20,000. Under the Bal Sanjivani 
scheme, children in the 0-5 age 
group are weighed every six months 
to identify malnutrition. Severely 
malnourished children are given 
free food and treatment, under the 
Bal Shakti scheme. The government 
has also increased the spend on food 
on patients in government hospitals 
from Rs 8 to Rs 20 per 
patient. District Collectors 
have been authorised to 
sanction up to Rs 75,000 
from the state healthcare 
fund, for people suffering 
from serious illnesses. 


POSITIVE 
OUTLOOK 
After 13 consecutive years 
of deficits that refused to 
showanysignsofdecreasing, 
the government presented 
a surplus budget this year. 
The Finance Minister, Mr 
Raghavji Savla performed 
the commendable feat of 
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making the state revenue surplus-- Бл SR SOT Pag 
this has happened after 13 years. Last ® tor- Fr di ys е аний 
year the government did not take Interest subsidy on term loan For industrial units to be set up 
any money from Ways and Means in backward areas; 3-5% subsidy 
advantage-this has happened after a for 5-7 years and up to Rs 20 lakh 
gap of 32 years. The state has also not 
had to resort to the overdraft facility 
from the RBI even once in the last 
fiscal year, while it had been quite 
commonplace for the past 16 years. 





Investment subsidy For small-scale industries on fixed 
capital investment; 15% of fixed 
capital and up to Rs 15 lakh 


| Pisa Finance Miniter is Alaa litê ¢ Project report cost @ 0.5% of project cost for large 

} ; B reimbursement and medium-scale industries, 
bring down the fiscal deficit to 3% of 1% for small-scale industries, and 
the SGDP. The investor community up to Rs 3 lakh 
has lauded the discipline related to 
finance shown by the government in ^ Reimburse expenditure 50 percent of the expenditure or 
the past two years. for obtaining ISO-9000 Rs 1 lakh, whichever is less 
certification 

AN INDUSTRIAL POWER 
Madhya Pradesh has an abundance Assistance for obtaining 100 percent reimbursement 
of mineral resources and is one ofthe patent subject to Rs 2 lakh limit 


leading states in mineral production 
4 k. 
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too. Looking at its industrial output, 
it is one of leading states in cement 
manufacturing. It is also the largest 
producer of radial tyres. The state is 
also a base for textiles. Among the 
names that have their bases here, are 
BHEL, Godrej, Grasim, Crompton 
Greaves, Bhilwara, and Vardhman 
Spinning Mills. 


Now Madhya Pradesh is entering 
an era of high-tech industries such 
as electronics, telecommunications, 
automobiles and pharmaceuticals. 
The industrial houses that are making 
their presence felt in the state are 
HLL, Procter&Gamble, ITC, Eicher, 
Fujitsu, Force Motors, and others. 


As different industries are 
showing a keen interest to set up 
shop in the state, the government is 
ensuring that they are made to feel 
welcome, by putting in place state- 
of-the-art infrastructure. MP State 
IndustrialDevelopment Corporation 
(MPSIDC) has developed 19 growth 
centres. Apart from this, the 
government is setting more Centres 
of Excellence. It is developing 
clusters, with each cluster 
being allotted to a specific 


Inve 


Sector 





industry, a Rs 67-crore cluster is 
taking shape in Bhopal. 


Special Economic Zones (SEZs) 
are also planned by the government. 
Indore SEZ, on a 2500-acre spread, is 
gaining prominence as an industrial 
hub. This is also promoted by 
MPSIDC and is close to Pithampur/ 
Kheda industrial growth centre. 
The SEZ gives excellent logistical 
advantages, as Indore is well 
connected to the metros. The Union 
Ministry of Power has allocated 
25 MW to the SEZ. This will be 
supplied directly by NTPC. 


The first phase of the SEZ is 
already operational. Thirty-one 
units have signed MoUs with the 
government which promise an 
investment of Rs 1,500 crore. SRF 
Ltd, Flexipuff International, Emerald 
Tobacco and Amulya Exports have 
already begun operations. Many 
pharma majors have shown interest 
in investing in the SEZ. These include 
Ipca Laboratories, Cipla, Wockhardt 
and Nicholas Laboratories. 
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BETTING BIG ON IT 

The Chief Minister is convinced 
that information technology offers 
opportunity for high-value job 
creation in the state as well as an 
aid for transparent and faster pace 
of governance. With this in mind, 
the CM recently announced the 
IT Policy 2006. The new policy 
intends to attract investment from 
IT companies in Bhopal, Indore, 
Gwalior and Jabalpur. Recently an 
independent survey placed MP at 
the 4th position in e-governance. 


Investors would find MP more 
attractive than say Andhra Pradesh, 
as MP gives better rebates on land. 
AP gives a rebate of Rs 15,000 per 
employee, while MP gives Rs 25,000. 
If a company can provide jobs to 
500-plus people, the government 
offers free land to it. Companies 
who employ 100-plus people get 
special rebates. These companies 
have to set up shop on government 
or government-authorised land to 
avail these rebates and schemes. The 
companies also would be exempt 
from many legal provisions such as 
Factory Act, Maternity 
Act, Contract Labour Act, 





industry, to enable a and so on. 

systematic growth for the Power 34,605 

sector. Pithampur has a Engineering & Minerals 28,027 The human resource 
Rs 70-crore automobile Petrochemicals 10,300 availability of MP is no 
cluster shaping up, and a Agro Food Porcessing 5,420 less when compared. to 
Rs 1,800-crore auto testing Textile 4,783 other states. There are 
track in the same area Automobile and auto component 1,528 more than 60 engineering 
will put MP on the global Service 1,160 colleges іп the state. 
automobile industry map. Other Infrastructure 356 Among the initiatives 
Pitahmpur is fast turning Pharmaceutical 302 taken to develop the 
into a pharma cluster as , Miscellaneous 293 potential further are: IT- 


well. For the engineering 
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of 


schools, 


establishing centres 
excellence in colleges, promoting 
teaching of English language, and 
setting up of an e-governance centre 
in Bhopal. 


The government has been lauded 
for its e-governance initiatives. The 
treasuries, 
and land 
records are fully computerised. A 
State Wide Area Network isalso being 
developed. The government also 
has a blueprint for e-governance. A 
portal, MP Online is being developed 
to cater to all the civic needs of the 
citizens. For this, more than 8,000 


commercial tax offices, 
transport departments 


kiosks will be set up across the state. 


Happy to be MP's Ambassadors: Voices from the Top 
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The state is adding a backbone of 


over 20,000 km of optical fibre cable 
to cover its development blocks 
across its 45 districts. A Rs 27-crore 
Crystal IT Park which covers 308,000 
sq m, is coming up as well. Indore 
has an IT Park in Pardeshipura. 
This IT 
Sciences Corporation which is the 


Park houses Computer 


only IT export company in the state. 
Software Technology Parks are also 


coming up in Bhopal and Gwalior. 


INVESTMENTS INFLOW 


The Project Clearance and 
Implementation Board has 
sanctioned investment proposals 


worth more than Rs 18,925 crore for 


the states. About 15,500 people will 
be employed under these proposals. 
The Board is evidence of the CM's 
vision to have a single-desk system 
for time-bound disposal of industrial 
investment proposals. The proposal 
to set up 100 farm fuel outlets by 
Reliance Industries has also been 
cleared to aid the availability of 
diesel in rural areas of the state. 
Other investment proposals which 
have also been recommended by 
the board include the Rs 243-crore 
IT SEZ at Indore, by 


Developers, and an IT SEZ of Rs 61.2 


Parsvnath 
crore by Medicapes IT Parks Ltd 


The government has approved a 
Rs 10,300-crore petroleum refinery 
in Bina. This will have a capacity of 
Rs 60 lakh tonne per annum. This 
refinery will further boost ancillary 
industries worth Rs 5,000 crore 


The MP is 
committed to bring in ambitious 


government of 


projects to the state to fuel growth 
like 


development is 


never before. Infrastructure 


taking — giant 
strides. Power situation is showing 


rapid improvements. Education 
healthcare are high priorty for the 
The 


policies 


state government 1 laying 


down and providing 
incentives for growth in agriculture 

mining, industries and IT. As the 
Chief Minister puts it, "I believe 
that we should have a fine balance 
between developing both the social 
We 


are taking the lead in developing 


and physical infrastructure. 
infrastructure like roads and power 
At the same time we are proactive 
when it comes to welfare schemes 
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discover tomorrow, today. 


he Hazy Orig 
Brown Dwarf Stars 
Racing Robots 


eı Motherhood 
Make Women Smarter? 


= 


How caffeine wakes you up? 


The everyday world is full of fascinating phenomena that most of U, How cloning works? 

us take for granted; cells dividing, snowflakes falling, CDs " How black holes are formed? 

playing, goose bumps forming, cereal popping and stomach dE How detergents clean your laundry? 

growling. HOW IT HAPPENS is a step-by-step guide to more than | io How fish breathe? 

500 of these everyday processes. Providing just enough technical 

detail to inform readers without over-whelming them, this book 
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How to get the 
hest out of life insurance 


COMMODITIES BANKING CONSUMER TIP 
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NCE UPON A 
time, your fri- 
endly neighbour 


or colleague in the next 
cubicle was invariably an 
undercover LIC agent. This 
person collared you with a 
policy just when it was time to 
file your income-tax returns. So, 
by the time you were 40, you defi- 
nitely had a life insurance policy 
or two tucked away without much 
conscious effort on your part. Those 
halcyon days are long gone. Any 
financial planner worth his abacus 
would die of shock if he found out 
that you were being quite so lack- 
adaisical about buying life cover. 
What has changed? First, Lic no 
longer has the benevolent strangle- 
hold it once did on the industry. 
More than a dozen private players 
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are now in 
the fray, with 
competition throwing 
up a huge amount of product 
innovation. Second, financial plan- 
ning itself has evolved into a far 
more sophisticated science, a process 
increasingly relevant to Indians, as 
median incomes increase. 

It is, therefore, imperative that 
your approach to life insurance 
change correspondingly. Understand 


For Life 


Life insurance has evolved way beyond 
that mandatory LIC policy you bought to 
save on taxes. Get clued in on this vital 
aspect of financial planning. 


AMIT MUKHERJEE 


that there is more to life cover than 
tax saving. Buying life insurance 
involves a definite game plan and 
the sooner you get clued in, the 
better your financial well-being. 
The tools that you get to play with 
are fairly simple—five kinds of life 


cover that cater to different needs. 


Term Plan 

This is the simplest form of life 
insurance, and the cheapest. A life 
cover of Rs 20 lakh for 20 years 
will cost a 30-year-old male about 
Rs 6,000 a year. The policy covers 
risk for a selected term. If the pol- 
icyholder survives the term, the 
cover comes to an end without his 
getting any money back. If the pol- 
icyholder dies, his nominee gets 
the sum assured. 

Although the popular concep- 
tion is that term covers are attractive 
for youngsters simply because they 
are cheaper, the fact is term policies 
are perfect at any time. They are the 
most efficient way of managing life 
risk, as they buy protection without 
fogging the issue with investment. 


Endowment Plans 
An endowment policy covers risk 
for a specific period, at the end of 
which the sum assured is paid back 
to the policyholder along with the 
bonus accumulated during the term. 
It is designed primarily to provide a 
‘living’ benefit and only secondarily 
to provide life cover. Therefore, it is 
much more in the nature of an inv- 
estment than a whole-life policy. 
The sum assured is paid either 
when the policyholder dies, or 
reaches a certain age, or after some 
years of premium payment. The 
policy works best as an instrument 
of accumulating capital for a specific 
purpose, and protecting this against 
the saver’s premature death. 
Endowment plans are the origi- 
nal dual benefit plan, combining 
insurance with long-term savings. A 
part of the premium goes towards 
life insurance (known as the mor- 
tality charge), while the remaining is 
invested in government instruments 
and corporate debt. You are, how- 
ever, kept in the dark about the 
exact break-up. Returns are not 
very great either, with a modest 
annual, non-guaranteed bonus. 


Life Cover Simplified 


The life cover you buy depends on your age and financial goals. 
Policy 


Term Plan 


Features 


Similar to car insurance. You can claim if your car suffers damages; if you don’t 
claim, you don't get your premium back. In a term plan, if the policyholder dies, his 
nominee gets the sum assured, but if he outlives the term, he gets nothing. 


This policy not only makes provisions for the family if the policyholder dies, but also 
assures a lump sum at a desired age. The lump sum could be reinvested to provide 
an annuity during the remainder of the policyholder’ life. 


Similar to endowment plans, money-back plans are a long-term savings-cum- 
insurance product. Their costs are opaque, their returns low. Where they differ from 


Endowment 


Money-back 


endowment plans is in the timing of the pay-backs, which can be several times over 


the tenure of the cover. 


These plans cover a policyholder’ life through his lifetime, not just over а given term 


Dependants get a corpus. There is no monetary benefit to the policyholder himself. 


Unit-linked insurance plan provides life insurance plus investment. Since ULIPs invest 


in equity and debt, the policy value at any time varies according to the value of the 


underlying assets. The life cover tends to get overshadowed by the investment aspect. 


Different Phases Of Life 


Insurance liabilities are maximum between the ages of 22 and 60. 


STAGE II 
Child's Marriage 
Child's Education 
Housing 
` Childbirth 


STAGE Ill 


۸ STAGE | 


of the pre-retirement income 


Over 25-30 years 


<- Education > 4— — Retirement - 








22 Years 


Off With The Blinkers 
Riders add to costs; see if you really need one. 


A RIDER IS AN EXTRA BENEFIT YOU BUY BY UPPING YOUR PREMIUM. THERE ARE BROADLY 
three life insurance riders: accidental death and disability, critical illness rider, 
and waiver of premiums. Of these, the premium waiver rider is perhaps the most 
useful. It waives all future premiums in case an accident/disability cuts your earn- 
ings short. It is particularly important when taking policies for children or poli 
cies for handicapped dependants, where premiums are paid by the parent/guardian 
each year. Otherwise, riders unnecessarily add to the premium outgo and serve 
only a limited purpose. "It should be remembered that riders have a shelf life of 
only one actual use, then they lapse even as the policy continues full term," says 


R. Ramakrishnan, former ED (Actuarial Department), LIC. So, if you buy a 


critical illness rider and have a bypass surgery, the rider lapses; it is non-renewable. 
A pure life policy plus an ordinary Mediclaim makes more sense, as treat- 


ment expenses are covered for the full term. The accident benefit rider is more 
useful, since the rider is inexpensive and saves the bother of a separate gen- 


eral insurance policy, but the latter will still be cheaper. 
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UMESH GOSWAMI 


INTERVIEW: Shikha Sharma/ CEO & MD/ ICICI Prudential Life Insurance Company 


“It’s Not A Short-term Product” 


What are the key trends in the life insurance industry? 

Last year, retail premiums in life insurance grew 34 per cent, on the back 
of increasing awareness, geographical expansion and greater con- 
sumer uptake for new segments like pension and health. Life insurers 
are rapidly expanding their presence in the fast-growing health segment 
to offer new solutions. Lastly, life insurance has established itself as one 
of the most effective instruments to meet specific goals like children’s 
education or retirement, and for wealth creation. 


Describe the changes in the Indian life insurance market. 

For many years before privatisation, life insurance was labelled as an 
instrument for saving tax. The industry is gradually shaking off this 
image and today life insurance is being viewed as a comprehensive 
financial product meant for protection and meeting certain goals. 


What would you advise people going in for a life policy today? 

Financial planning must precede the purchase of not only a life insurance 
policy, but any major financial product. This takes into account the per- 
son’s lifestyle and life-stage, immediate and future financial goals, as well 
as risk appetite. Life insurance should not be confused as a short-term 
product, as it will not have a chance to reach its potential. And a cus- 
tomer must always carefully look at the charge structure over the 


policy term, not just the first year. Features and benefits should be 
evaluated and purchased consistent with long-term needs. 


How should a person evaluate life insurance? 

Financial needs in order of priority are as follows: protection of 
family, meeting specific goals and wealth creation. The first promise 
a life cover makes is to financially secure the family of the breadwinner 
in case of his/her unfortunate death. It thus fulfils the primary finan- 
cial need of protection. No other product promises a pre-determined 
amount to be paid to you/your nominees (to meet a specific goal), even 
if there is an unfortunate disability or death. 
And with the entry of unit-linked plans, life 
insurance also provides an excellent route for 

long-term wealth creation. 


What does the future look like? 
The growth of the industry can be 
attributed to product and service 
innovation and increased reach, 
all of which create a stronger 
value proposition for customers. 
Products like ULIPs offer an efficient 
means to access equity while miti- 
gating volatility risks. Going for- 
ward, we believe continued prod- 
uct innovation and expansion to 
new segments will drive growth. 


Money-back Plans 
Money-back policies, as the name 
promises, pay back periodic sur- 
vival benefits during the policy term, 
as long as the policyholder lives. 
They differ from endowment poli- 
cies in that the latter’s survival ben- 
efits come only at the end of the 
term. Typically, in a 20-year money- 
back plan, the policyholder will get 
20 per cent of the sum assured 
every five years, with the balance 
paid at maturity. Also, in case the 
policyholder dies during the term, 
nominees get the full sum assured 
even if money-back amounts have 
been paid before. 

The policies are very popu- 
lar, but like endowment plans 
have opaque costs and low re- 
turns. The lure is the periodic 
paybacks, starting as early as five 
years into the policy, which foster 
the impression that you get both 
life cover and liquidity. However, 
you pay a hefty price for this: 
premiums are roughly 30 per cent 
more than an endowment plan’s. 
A Rs 20-lakh cover for 20 years 
for a person in his early 30s car- 
ries an annual premium of about 
Rs 95,000 in an endowment plan. 
The premium is about Rs 30,000 
more in a money-back plan. With 
more options for long-term sav- 
ings now available, other than 
just bank deposits, money-back 
plans are losing relevance. 


Whole-life Plans 

This policy runs as long as the poli- 
cyholder is alive, and not for a spe- 
cific term. The nominee gets the 
sum assured and the bonus, with 
practically no survival benefits for the 
policyholder. The maturity period is 
close to the 100th year of the 
insured, at the end of which the 
policy can be terminated and matu- 
rity benefits encashed. Or cover can 
be continued without any more pre- 
miums being paid. The policy is not 
popular because of its structure and 
low returns, although agents get 
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JM Morgan Stanley wins the Best M&A House Award from Euromoney. 


Our products and services have been acknowledged 
time and again. After all we focus on achieving 
our clients! financial objectives. We have been 
adjudged the Best M&A House, India by Euromoney. 
This award recognises excellence in all areas of 
mergers, acquisitions and restructuring advice as 
well as deal execution provided by JM Morgan Stanley 
to its clients in India and overseas, on transactions 
involving an India-based company or asset. 





Last year, we executed several industry defining 
transactions and garnered a market share of 5596 in 
the Indian M&A space*. We are an acknowledged 
leader - leveraging our competitive strength and 
leadership position - in providing strategic M&A 
advice to clients. It's not only our evolved and 
superior advice but also prestigious awards that set 


us apart. 


* Source: Euromoney 
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enough incentive to push it. 


Joint Policies 

These are similar to endowment 
policies, but cover two lives 
simultaneously, thus offering a 
unique advantage for married cou- 
ples or business partners. The sum 
assured is payable on the first 
death and again on the death of 
the survivor during the policy 
term. Bonuses too are paid after 
the survivor's death. Premium pay- 
ments stop either after the first 
death or the expiry of the term, 
whichever is earlier. 


Unit-linked Insurance Plans 
ULIPs, the most popular of insur- 
ance-investment combos, work like 
mutual funds. Your investment is 
in units represented by the net asset 
value (NAV). At any given time, you 
know what part of your premium is 
invested where, and the МАУ is dis- 
closed daily. uLips also let you 
choose your life cover component— 
up to 20 times the premium 
amount. And you can choose your 
debt-equity break-up. 

ULIPs have scored chiefly 
because of the high returns gen- 
erated in the past few years, with 
some plans recording annualised 
returns of over 20 per cent when 
most non-linked savings plans 
declare annual bonuses in the 4-5 
per cent range. Conversely, 
though, ULIPs have not yet been 
tested in a bear phase. 

Many experts advise against 
clubbing insurance with investment. 
“A combination of a term plan and 
a mutual fund could give better 
results over the long term,” says 
Delhi-based financial planner Sharad 
Mohan. To buy a Rs 20-lakh Р 
for 20 years, a 30-year-old male 
will pay an annual premium of Rs 1 
lakh. By comparison, he will pay 
Rs 6,300 a year for a term plan, 
and could invest the balance Rs 
94,000 in an equity fund. 

Even if the ULiP and equity 


134 BUSINESS TODAY SEPTEMBER 10 2004 


See a eee 
$ 4 


FEST тт. жетт 





Buy: With Eyes Open Wide 


ERTS AY 





WITH MORE THAN 75 PER CENT OF PREMIUM INCOME FOR SOME PRIVATE INSURERS COMING 
from unit-linked policies (ULIPs), is it any wonder it's their hot favourite? The ques- 
tion is, should it also be the customer's favourite life cover? The recent boom in 
equity has pushed ULIPs to the top of the charts, but what's wonying is that pol- 
icyholders might not be too clear about their expectations from the product. 

_ ULIPs offer life cover as well as an investment pattern that is similar to 
diversified mutual funds (MFs). A part of the premium is reserved towards the sum 
assured and the balance is invested in equity, debt or a mix of both. This has seen 
a misuse of ULIPs in the recent past, with a high-risk investment product mas- 
querading as protection. Moreover, with life insurance premiums eligible for Section 
88 tax concessions, which MFs (excepting equity-linked savings) do not get, the 


ULIP attraction reigns strong. ULIPs also score because of the huge agent 
commission paid by insurers. Commissions are as high as 40 per cent compared 


to 2.25 per cent for equity MF schemes. The fact, 
equity market has given impressive returns, 


however, is while a buoyant 
policyholders must be equally 


ready to see returns erode in a bear market. 


MFs have tried to tackle the ULIP incursion 
instance, the Reliance Tax Saver Scheme offers 


by offering free risk cover. For 
accidental death cover (maxi- 


mum Rs 5 lakh), while DSP Merrill Lynch's Super SIP provides life cover 
through a Bajaj Allianz tie-up. Kotak MF offers life cover up to twice the 
amount, if the investment is over Rs 1 lakh. 

The key for ULIP customers is to understand the proportion in which premiums 
are channelled towards insurance and towards investment. As Shikha Sharma, 


CEO & MD, ICICI Prudential Life Insurance Company, says: 


“All life insurance 


products have two risks—investment and mortality. In a ULIP, the investment 
risk is typically borne by the customer. This can be minimised by selecting 


appropriate (investment) funds and remaining invested 


the term plan would score be- 
cause of being cheaper. The 
clincher? Your money is locked 
into a ULIP, with steep withdrawal 
charges up to a certain number 
of years. If investment is your ob- 
jective, then consider delinking it 
from insurance. 

If you are still confused, let's 
leave you with some succinct and 
simple advice from investment 
advisor and consultant Mukesh 


over the long term." 


Securities. He says: “Ideally, when 
you are single and young, accident 
insurance and mediclaim should be 
enough. Soon after marriage, you 
should buy term insurance. 
Gradually, as income increases, you 
can start increasing life cover and go 
for investment-cum-protection 
plans.” Bingo. 
ADDITIONAL REPORTING BY 
KRISHNA GOPALAN, MAHESH 
NAYAK AND NITYA VARADARAJAN 
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DSPML Opportunities Fund is a dynamic equity fund that 
allows you to get aggressive in your investing and aims to help you 
realise your dreams and live life to the fullest. 
Compounded Annualised Growth Rate (CAGR) as on July 3! 
CAGR Returr 









Period DSPML S&P CNX Excess 
Opportunities Fund Nifty Index Return 
(Growth Option) 

pun 

Last | year 41.94% 35.71% 6.23% 

Last 3 years 55.24% 38.35% 16.89% 

Last 5 years 45.75% 33.97% 11.78% 

Since Inception 26.59% 15.18% 11.41% 


For more information call : * Ahmedabad: 3002 2855 • Bangalore: 3052 2855 * Chandigarh: 305 2855 * Chennai 3918 2855 
* Coimbatore: 553 2855 • Indore: 301 2855 * Kolkata: 3058 2855 * Mumbai: 6657 8000 * Nagpur: 324 2855 * New Delhi 
5550 2855 • Pune: 3022 2855 • Secunderabad: 3251 2855 • Surat: 398 2855 * Vadodara: 308 2855 * Vashi 3918 2855 
Toll Free : 1800-345-4499 (MTNL/BSNL lines), 044-3048 2855 (all other lines) or your nearest investment advisor 




































DSPML Opportunities Fund (DSPMLOF) is an open-ended growth schem is is to respond to the dynamically changi vestment 

lifestyle sector, pharmaceuticals sector, cyclical sector and technology se as prevailing trends change. The Scheme's primary ¢ term capital appreciation, and 

income generation and distribution of dividend, from a portfolio constituted of equity and equity-related securities, concentrating on її scheme. Asset Alloca! and equity 

80%-100%. Fixed income securities (Debt, securitised debt and money market securities}:0%-20%. Features: Declaration of NAV on al thin уз. Sale and Rede 
ust t 1 Merrill Lynch invest 


of units on all Business Days at Purchase Price and Redemption Price. Statutory Details: OSP Merrill Lynch Mutual Fund (the Fund) 1 
Managers LP, USA. The Sponsors to the Fund are DSP Merrill Lynch Ltd. and HMK Investment Pvt. Ltd. & ADIKO Investment Ри. L 
Trustee Company Pvt. Ltd. and DSP Merrill Lynch Fund Managers Ltd. respectively. The Sponsors are not responsible ¢ 
contribution (to the extent contributed) of Rs. 1 lakh for setting up tte Fund, and such other accretions/additions to the same. Risk 
and there can be no assurance that the Scheme's objectives will be achieved. As with any investment in securities, the NAV of Unit 
affecting capital markets. The NAV of the Scheme's Units may be affected by changes in the general level of interest rates, The past pertor 
is not necessa of the future performance of the Scheme. Investors in the Scheme are not being offered a guaranteed or : 
trading volum Шетел! periods and transfer procedures. In the event of an inordin large number of redemption requests or of a 
redemption of Units may become significant Please see ‘Risk Factors and Special Considerations’ and "Right to Limit Redemptions’ in the 
due to its holdings of unlisted securities may be affected if they have to be sold prior to their target date of divestment. In the event that inv 
not invested in equity shares of domestic companies, the tax conces on income distribution will not be available to the Unit Holders. Т 
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risks. As per SEB! guidelines, the Schemes/Plans shall have a minimum of 20 investors and no sin investor shall account for m ап 25% ol the In case of ndit 

20 investors on an ongoing basis for each calendar quarter, the Schemes/Plans shall be wound up by following the guidelines pre westor's money would be able NA 

the event of breach of the 25 % limit by a Unit Holder over a quarter, a rebalancing pe Ii be available and tf e given 15 day: € 

25% limit. Failure eem the exposure over the 25% limit within the aforesaid 15 da 0 tior к a Fund at the Appl v 

focus is on select 5 of the market the portfolio will be concentrated in rs. This may make the portfolio vulnerable to factors that may affect these sectors in genera! thereby 





leading to increased volatility in the movement of the Scheme's NAV. DSPMLOF is the na he Scheme and does not in any manner indicate the quality of the Scheme, its future prospects or returns. For more details 
please refer to the Key Information Memorandum cum Application Form, which is available at the ISC/Distributor. Please read the Standard Offer Document before investing 
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Finger On The Pulse 


Five agri commodities that look really hot. Plus, tips on trading. ANAND ADHIKARI 


HICKPEA OR CHANA. THIS 
( plebeian pulse might be the 

foundation of many a fabu- 
lous recipe and among the most 
widely used of all dals in India, but 
is hardly expected to set any heart- 
beats racing, right? Well, it did this 
reporter's, when he heard that savvy 
investors have pocketed 70 per cent 
returns in just two years by trading 
in the lowly chickpea. 

Chickpea prices on the com- 
modity bourses skyrocketed from Rs 
1,550 per quintal in August 2004 to 
Rs 2,633 per quintal in August 2006. 
The reason: of the world chickpea 
production of 65-95 lakh tonnes 
per annum, India alone contributes 
60-70 per cent, and then it also 
imports three to four lakh tonnes. 
Clearly, the demand for chickpea 
surpasses supply by a huge margin. 

And all this excitement is not 
confined to pulses alone. Take a 
look at what is happening to the 
spice family in the commodity mar- 
ket. Pepper, the most popular spice 
in the world and the rudder of 
many a Renaissance explorer, has 
been giving Dalal Street a run for its 
money with smashing 62 per cent 
returns in the past one year. During 
the same period, the Sensex gave 42 
per cent returns. Since May 11, the 
day the Sensex touched an all-time 
high of 12,671, returns for pepper 
have been a soaring 54 per cent, 
while that of the Sensex have been 
12 per cent. 


Growing Gains 

Welcome to the world of agricul- 
tural commodities. Chickpea and 
pepper are just two of the 24-mem- 
ber agricultural commodity family 
luring investors today. Of these, 
five have been giving sizzling returns 
(see Gainers). *From a pure con- 
sumption item, commodities today 


136 BUSINESS TODAY SEPTEMBER 10 2006 


Sugar And Spice 





Five commodities that sizzled and five that didn't in the past three months. 


Gainers a 











i 
8 


— 6516 
So 






Jeera Cardamom Mentha Oil 
N 
8 


Quintal 


[ 


18 August 10, 


i--—— 


= May 11, '06 


Figures in Rs 


have become a new asset class glob- 
ally," says Sunil Ramrakhiani, Head 
(Commodities), IL&FS Investmart 
India. 

Of course, this cannot work as a 
general investment recommenda- 
tion. As Pankil Shah, Associate 
Director, Angel Commodities, 
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points out: “Unlike equity, com- 
modity is a cyclical product. 
Production, demand and supply, 
and weather conditions play a 
decisive role in the pricing.” 
However, the point to note is 
that at a time when the prices of 
tur, guar seeds, chilli, wheat and 
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sugar have corrected by 8-25 per cent 
from May 11 levels, and when metals 
like gold, silver and copper have lost 
6-20 per cent, commodities like pep- 
per and jeera are bucking the trend. If 
you look around carefully, it will 
always be a good time to buy one 
commodity or the other. 

For now, Shah suggests turmeric, 
yellow maize and black pepper as near- 
term buys for investors looking at this 
space for quick returns. Following black 
pepper, others of its ilk that have given 
impressive returns since the May 11 
crash are mentha oil, cardamom, jeera 
and maize. “However, the chief downside 
of some of these agricultural commodi- 
ties is liquidity,” warns Ramrakhiani. 

In recent times, the three-year-old 
commodity exchanges, MCX (Multi 
Commodity Exchange) and NCDEX 
(National Commodities & Derivatives 
Exchange), have pitched in to educate 
investors and increase the depth of 
the commodity market (see Rules Of 
The Game). Madan Sabnavis, Chief 
Economist, NCDEX, says that invest- 
ments in commodity are relatively safer 
than equity. “The prices of agricul- 
ture commodities are dictated by eco- 
nomic fundamentals,” he points out. 

Unlike other asset classes, ordi- 
nary news, festivals, seasons and hap- 
penings that affect Indian markets 
play a very big role in the pricing of 
commodities. “The ethanol story in 
India, for example, is good news for 
sugar,” says Ramrakhiani. Similarly, 
the festival season towards the end of 
the year (Diwali, Christmas, etc.) au- 
gurs well for sugar. Says Shah of 
Angel Commodities: “Wheat is at- 
tracting a lot of interest from traders 
as well as investors today, and we 
have to wait for the kharif crop to 
find out where prices are headed.” 

Basically, a good starting point 
would be to look around at ordinary 
commodities in day-to-day use. You 
will surely find a hundred reasons to 
invest in some just the way you do in 
equity. Study the market, approach a 
reliable broker and do your home- 
work before plunging in. 


Rules Of The Game 
Guidelines issued by Forward Markets Commission and NCDEX. 


Do 


Read commodity contract circulars and carefully note contract 
specifications. These could change from season to season 


Read the product note to understand the commodity and factors that 
could impact its price 


Understand delivery and settlement procedures 
Study historical and seasonal price movements 
Track government policy announcements 


Since initial investment is based on margins, be aware of the risks 
associated with your market position and margin calls 


Collect/pay mark-to-market margins on futures position daily 


Be aware of your risk-taking ability and fix stop-loss limits. Liquidate 
position at such levels to reduce further losses 


Don't 
Fall prey to market rumours 


Go by promises made by 
advisors/analysts unless 
you are convinced yourself 


Deal based on bull/bear 
run of market sentiments 


Go by reports/predictions 
made in various media 
without verification 


Trade in any product 
without knowing risks/ 
rewards associated with it 


In The Know 


Basic precautions before you even consider trading. 


Insist on reading and signing standard Risk Disclosure Agreement 
Ensure a duly signed contract note is issued for every executed trade 
Don't accept contract notes signed by unauthorised people 

Get receipts for collaterals deposited towards margin 


State clearly who will place orders on your behalf. Give clear 
instructions while placing, changing, cancelling orders 


Insist on bills for every settlement 

Check transaction statements given by depository participant 
Freeze demat account if it is going to be unused for long period 
Always follow up a verbal order with written instructions 

Never keep signed blank delivery instruction slips 


SEPTEMBER 





SUMEET INDER SINGH 


bt money | 





NEWS ROUND-UP 


All’s Fare For Students 


Airlines woo students with special offers. Hop on. 





Bonanza: Airlines bet big on students now 


SO YOUR ADMISSION TO THAT DREAM UNIVERSITY HAS COME 
through, Now begins the real mayhem of getting there. 
Students, especially those going abroad, do not usually 
have fixed return dates. And the problem with one- 
way tickets is that they usually cost 75 per cent (or more) 
of the return fare: quite a raw deal. 

Well, Air India now has special student one- 
way fares that cost just 50-55 per cent of a return 
ticket, with baggage allowances thrown in. As 
Jitendra Bhargava, spokesperson, Air India, says: 
“Students have to travel with a lot of luggage, which 
includes winter clothes and kitchen utensils.” So, Air 
India lets them carry an additional suitcase, de- 
pending on the destination. 

Other airlines are also in the fray. British Airways, 
for example, offers one-way fares that are less than 
half the return fare, along with baggage allowances, 
while Jet has a July-September baggage allowance 
scheme. On the domestic route, GoAir offers special 
student discounts. However, always check other 
low fare options before taking the student offer—those 
could well turn out cheaper. 

In the Air India deal, the good news is that even if stu- 
dents end up flying another carrier because Al does 
not serve the destination (Australia or New Zealand, for 
example), the deal still stands as long as their booking 
used the Al special fare option on the company’s ticket 
folio. The catch: the discounts are applicable only on 
flights from India; and bookings have to be done through 
Al booking offices or authorised agents, not online. 
“Students have to show proof of admission or continuing 
studies,” says Bhargava. 

Well, if a little headache can save you a few precious 
thousands, why not? 

KUSHAN MITRA 
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The World Is Flat 


Flat fees could soon replace commission-based 
brokerages. 


KOTAK SECURITIES’ RECENT LAUNCH OF A FLAT BROKERAGE 
augurs well for retail investors. It levies a flat fee of Rs 20 
per trade for every deal up to Rs 5,000 (delivery trades), 
and up to Rs 50,000 for non-deliveries and deriva- 
tives, with taxes extra. For deals greater in size, the fee 
is in multiples of Rs 20. 

According to S.A. Narayan, Managing Director, Kotak 
Securities, intemal surveys plus the results of an audit con- 
ducted by Starcom Worldwide, Leo Burnett’s media div- 
ision, revealed that consumers preferred flat fees to per- 
centage-based commissions. “We have the benefit of 
technology that can hamess greater volumes, so we decided 
to pass the cost benefit on to customers,” says Narayan. 

The commission system levied a brokerage of 
0.6 per cent on delivery trades (works out to Rs 30 for 
a Rs 5,000 trade), while non-deliveries were levied 
0.06 per cent (Rs 30 for a Rs 50,000 trade). 
Likewise in derivatives, intra day charges were 0.07 
per cent and deliveries 0.09 per cent, translating 
to Rs 35 and Rs 45 for a Rs 50,000 trade. 

Obviously, the flat fee is more attractive for investors, 
except when they want to use the buy-today, sell-tomorrow 
facility of the original Kotak model. There, you got free credit 
for buying new shares against sales of delivery shares the 
same day, because of the margin money (or securities) in 
your account. Now, however, you have to wait for money 
from previous sales to materialise before fresh purchases. 
Or else, transfer cash upfront from your bank account. “We 
wanted to keep the product 
simple," says Narayan. "Once 
customers familiarise them- 


Flat brokerage: Leaves 
investors pleased 


selves, there will be other SS) 


products with more facilities 
and flat brokerage structures.” 

There is also a variant, 
which levies a flat rate of 
Rs 9 per trade instead of 
Rs 20, but it has a fixed 
monthly fee of Rs 499. 
This needs huge volumes 
(minimum 37 delivery 
trades of Rs 5,000 each) to 
make it as attractive as the 
Rs 20 model. 

Market watchers expect 
competition to push other 
brokers too to the flat system, 
or at least offer both. 
Investors aren't complaining. 

NITYA VARADARAJAN 
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Pulling Out The Crutches 


Health cover just got more difficult for retirees. 


7E 4 
Mediclaim woes: The elderly have been hit hard 


THOUGH MEDICLAIM IS ON THE DETARIFFED LIST, THE PORTFOLIO 
is not exactly a hot favourite with general insurers. It 
makes considerable losses, as high as 150 per cent, acc- 
ording to industry sources. Now that fire insurance, 
which cross-subsidises Mediclaim, is due for detariffing, 
even public sector insurers have started to cut back 
the marketing of Mediclaim. 

Predictably, the first to suffer are senior citizens, 
who constitute the biggest risk for insurance companies. 
Retiree policies, which come with an almost 180 per cent 
outgo for insurers, are on the hit list. 

As it is, senior citizens cannot get new policies after 
55 (not even from private insurers). Now, even those who 
have had the policy for years cannot expect their agents 
to automatically renew them. Insurance companies 
have told agents there will be no commission on senior 
citizen policies. So, if a retiree goes through an agent, he 
will have to cough up the 15 per cent commission 
himself. Or else, trudge to the insurance office to get the 
renewal. Says a senior official of United India: “People are 
free to walk into our offices for policy renewals.” 

The move has IRDA (Insurance Regulatory and 
Development Authority) sanction but the question of dis- 
crimination does arise. “We are doing everything we can 
to see that existing policy conditions are fulfilled, and to 
that extent we can take up complaints,” says a senior 
IRDA official. However, the regulatory body already 
finds it difficult to monitor tariffed subjects like motor ins- 
urance where private insurers refuse third party cover; in 
detariffed areas, it will have even lesser say. “We are try- 
ing to work out ways to ensure that senior citizens are at 
least not denied policies in future,” says the official. 

Meanwhile, some general insurers have announced 
plans for special medical polices for senior citizens, 
which could bring some relief. 

NITYA VARADARAJAN 


SMARTBYTES 


Adding The Frills 


ALTHOUGH CREDIT GROWTH IS RISING STEADILY, DEPOSIT GROWTH, 
especially in current account deposits, is stagnating. 
This might be bad news for banks but not for depositors. 
If you run a business or Soho, which demands a current 
account, banks are going all out to woo you with freebies 
and offers. The biggest challenge to current accounts is 
liquid funds. "MFs offer 2-3 per cent returns while 
banks don't offer anything," points out V.S. Reddy, 
General Manager, Canara Bank. However, business- 
men who need ready cash will still opt for a current 
account for sheer convenience, if it's made suitably 
attractive, which is what banks are doing now. At any 
rate, the days of pure vanilla accounts are long over. 
ANAND ADHIKARI 


All Spruced Up 
Current Account Add-ons 


ICICI Bank — Multi-city cheque facility, doorstep 


banking, mobile banking 


HDFC Bank Free ATM card, personalised cheque 

book, safe deposit locker, 

sweep-in facility 

SBI Free ATM-cum-debit card, fund 
remittances from anywhere, upcountry 
cheque facility 


Source: Banks 


A Safe Move 


IT MAY BE TOO EARLY FOR DEBT FUNDS TO COME BACK INTO 
favour, but a shift already looks likely. When interest rates 
started climbing, there was a quick shift to liquid funds, 
floaters, fixed maturity plans and short-term debt. Now, 
with rates peaking and some uncertainty about its future 
direction, fund managers are advising investors to shift 
from liquid funds to short-term debt. "With interest 
rates expected to have topped, we are advising inv- 
estors to shift money from liquid funds and invest in short- 
term debt of two to three-month tenure," says Sandeep 
Bagla, Head (Fixed Income), Principal PNB AMC, 
adding that short-term funds are certain to give better ret- 
urns than cash funds. In fact, Bagla expects interest rates 
to fall in the next three to six months due to rising liquidity 
and easing of inflationary pressure, following the fall in 
crude oil and commodity prices. While it's difficult to judge 
where interest rates are headed, at 6-6.5 per cent, 
short-term debt stays safe. 

MAHESH NAYAK 
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Anything 
Kiosks 


Going where ATMs 
have never gone before. 
AHONA GHOSH 


the patience to go looking for the 

nearest vendor who will top up 
her prepaid mobile card. But that’s 
okay—whenever she goes to the 
ATM to draw cash, she also tops up 
her phone. And when Ravi Menon, 
37, a busy executive, wanted a hous- 
ing loan but did not have the time 
to go shopping, all he did was visit 
his nearest ATM. 

Meet this new animal. What 
started out as a garden-variety 
Automated Teller Machine is now, 
much like Starship Enterprise, ready 
to go where nothing of its ilk has 
gone before. With ATMs the channel 
that draws the highest footfalls, 
banks are looking at all the ways in 
which they can direct customers to 
more products through this route. 

Around a month ago, HDFC Bank 
rolled out its Cross Sell Programme 
at 600 ATMs across 200 cities. All 
you need to do is swipe your card, 
and based on your customer pro- 
file, the bank’s data-led marketing 
(enabled by CRM, or Customer 
Relationship Marketing technology 
and analytics) will throw up a hous- 
ing loan that best suits your profile. If 
you click yes onscreen, the bank will 
follow up with a call within 24 hours, 
and you will soon be on your way to 
getting that loan. And this service 
won't be confined to loans. 

From traditional transactions like 
cash withdrawals, balance enquires 
and mini-balance statements, cus- 
tomers can now look forward to 
value-added services from ATMs. Says 
Rahul Bhagat, Senior Vice-President 
(Retail Banking), HDFC: “We have 


Је MODY, 23, DOES NOT HAVE 
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Value addition: You can get much more from ATMs now 


More Than Money 


ngs you can do а ПА 





Shop for a housing loan 


Offer money into your favourite 
temple's hundi 


e Buy entry tickets for your annual 
temple pilgrimage 


Donate money to your pet charity 
Top up your credit card 
Pay your college fees 


Pay utility, credit card, telephone 
and other bills 


e Pay LIC premiums; even get the 
policy statements 


e Invest in a mutual fund or even 
redeem units 


Book train or air tickets 


Transfer money across the country 
or even globally 


successfully interfaced our ATM net- 
work with CRM and analytical capa- 
bility, and now push out customised 
offers to our ATM users." Others like 
uri Bank, State Bank of India, Bank of 
Baroda and ICICI Bank are not far 
behind. SBI customers, for example, 
can make ATM donations to the 
Vaishno Devi temple, Shirdi Sai Baba 
or Nanded Gurdwara, even buy entry 
passes for Vaishno Devi visits. And 
ICICI Bank has tied with Give India, an 
online donation disbursal NGO, ena- 
bling customers to make ATM contri- 
butions through an account transfer 
process. Says Aspy Engineer, Vice- 
President (Alternate Channel and 
Retail Banking), uri Bank: *We are 


looking at various tie-ups across 


regions; for example, with the 
Tirupati temple down South." 

Other services that ATM users 
can use: utility and credit card bill 
payments, college fee payments, LIC 
premium payments and policy state- 
ments and VISA money transfers. In 
fact, uri Bank even gives customers 
the option to invest in mutual funds 
via the ATM, and even redeem units. 

Also on the anvil are tie-ups with 
Indian Railways and airlines for ticket 
purchases. UTI ATMs will soon sell 
season tickets on Mumbai's suburban 
lines; while SBI, in partnership with 
Indian Railways, is ready to set up 
681 ATMs at railway stations. Already, 
you can book air tickets for 
Kingfisher flights at sgi kiosks in 
Bangalore, Delhi and Mumbai. 

And these services will not be 
confined to the metros. Of the 681 
SBI railway kiosks, 300 will be in 
the interiors. Says Bank of Baroda’s 
A.K. Upadhyaya, Assistant General 
Manager (IT): “Our ATMs in Tier II 
and III cities will also be equipped 
with all features." Thus far, none of 
these extras are charged, since banks 
get their commissions from service 
providers. *We charge a flat rate of 
Rs 5 for MTNL bills and Lic policy 
payments, levied directly on the 
agents," explains Engineer. 

While value-added services now 
constitute only 1 per cent of trans- 
actions at ATMs, according to 
Engineer, this number is likely to 
grow swiftly as customers begin to 
see the ATM as something much 
more than the cash-and-dash mac- 
hine it started out as. Maybe one day 
it could walk the dog as well? 
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Mouse Attack 


The Indian consumer speaks up. Loudly, clearly and online. SHIVANI LATH 


WENTY YEARS AGO, IF YOU 

wanted to buy a car, you had 

little choice. It had to be a 
Maruti, a Fiat or an Ambassador. 
Today, if you want to buy a car, you 
have 254 models to choose from. If 
you decide on a price range, say 
Rs 9 lakh-12 lakh, you still have 
20 models in that category. If you 
decide it’s going to be petrol for 
you, you have narrowed it down to 
15. Finally, you decide it’s got to be 
Japanese, but that leaves you with 
nine options. What is the next thing 
you do? Ask friends and colleagues 
and get their opinions, often wildly 
diverging, on mileage, interiors, 
performance, service, and so оп. 

What if someone aggregated all 
of those opinions for you in one 
place and, in fact, got opinions from 
around the world together? What if 
all of that was available to you at the 
click of a mouse? Where would 
that leave you? Where Indian con- 
sumers have finally reached—at the 
helm of choice. 

A clutch of websites today enc- 
ourages consumers to interact with 
each other and not suffer alone. 
These are places where you can crib 
about bad brands or putrid service, 
read other people’s raves or rants, 
and make up your mind about a 
particular product based on a zil- 
lion other opinions and experiences. 
Sites such as mouthshut.com, indi- 
aresortssurvey.com and consum- 
eronline.org (see Hear And...) post 
reviews on every conceivable prod- 

' uct and service, and have become а 
social network of consumers. 

*We are trying to create a net- 
work of consumers who can trust 
each other and their opinions on 
brands, products and services," says 
Faisal Farooqui, CEO, mouth- 
shut.com, a pioneering website in 
this area. Mouthshut, started in 


VIVAN MEHRA 


A click away: Now, consumers share cribs on sites like mouthshut.com 
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WEBSITE OWNERS REFUSE TO ACKNOWLEDGE THAT BLOGS ARE GIVING THEM A FIGHT FOR EYEBALLS 
when it comes to consumer activism. They claim that blogs are more personal and 
thus less trustworthy. The truth is, blogging is here to stay, and fast becoming the 
most trusted networking tool. There are more blogs on more issues under the sun 
than you dreamt possible, and consumer activism is obviously one such hot topic. 

Take just one—Indian Consumer (http://manand.typepad.comvindian_con- 
sumer). It is a popular blog that focuses on consumer concerns, awareness issues 
and problems in India. It covers a range of topics, from fake notes dispensed from 
an ATM to a consumer's harrowing experience with a telecom service provider. 

The appeal of such blogs is obvious when you read what Indian Consumer blog- 
ger Anand M. has to say. This Chennai-based software architect writes: "I am not 
a lawyer nor can ! directly help you solve your consumer-related problems. But I 
can provide you with space to air your concerns and share it with others." 

The key word is ‘share’. A bad review can be disbursed to the comers of the globe 
in hours. Any wonder companies now have executives posted just to track blogs? 


2000, today has a million regis- 
tered members, with reviews on 
over 75,000 products and services. 


Under Review 

To know how serious this business 
is, try reading or writing a review on, 
say, a car, by clicking the ‘Cars’ tab. 
You will go to a page that classifies 


cars by brand, class, and price, plus 
an advice section, which includes 
everything from general tips on driv- 
ing skills to petrol versus diesel deb- 
ates and information on dealers. 
The small cars segment lists 
everything from the diesel Indica to 
the Swift. You can rate reviews, write 
comments, or write your own 
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Hear And Get Heard 


Website 









review. Your review will include rat- 
ing the car on various parameters 
such as space, dealer satisfaction, 
fuel consumption, reliability and 
looks, and comfort. “The idea is to 
capture each person's expertise—if 
your expertise is a movie, then write 
on acting skills, screenplay, music, 
costume, colour scheme, anything," 
says Farooqui. 

The same idea launched india- 
resortssurvey, which was started in 
2004 to create a database of hotel 
and resort properties, and user opin- 
ions on them. Says founder and CEO 
Hari Nair: “The key experience that 
makes a holiday good or bad is acc- 
ommodation. So we decided to start 
a site that would give a whole gamut 
of information on holiday travel, 
provided by the people who use 
these properties.” The site today 
has 75,000 registered members. 

That's not the only thing: sites 
such as consumeronline.org or con- 
sumer-voice.org showcase product 
studies and test reports. For exam- 
ple, a recent report studies a range of 
CFL bulbs to find which ones act- 
ually save on electricity. Or you 
could find test reports on various 
brands of mosquito repellents or the 
purity levels of mineral water brands. 
They also track news and legal issues 


that affect consumers, with advice 
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Websites such as these go a long way in helping consumers shop smart. 
Useful features 


Reviews 75,000 products/ services from 
automobiles to books to education 


Holiday and resort reviews: rate your 
vacation/ stay or view others’ ratings 


Studies on products, test reports, debates/ 
news on consumer issues 


Product info, comparison shopping, 
discussion boards 


Product reviews, discussion board 
| (international) 


Brand reviews, test reports and debates/ 
news on consumer issues 


Source: Websites 


on how and where to file com- 
plaints. Websites such as ebay.in 
pitch in with detailed information 
on product categories; a first-time 
buyer of digicams, for instance, will 
know just what to look for. 


Staying Fair 
The obvious downside to such sites is 
that a biased reviewer could bad- 
mouth a product without basis, or a 
company could dream up any num- 
ber of rave reviews of its own brands. 
Sites use technology, the Captcha 
tool (completely automated public 
Turing test to tell computers and 
humans apart) for example, to pre- 
vent such spamming. Mouthshut is 
launching a subscription-based cor- 
porate section, where companies 
will be able to post information, 
clarifications and address grievances. 
Indiaresortssurvey says the site 
takes extra trouble to ensure that all 
content is bias-free and foolproof. 
“Since the reviewer also has to rate 
certain criteria on a scale, we have 
statistical tools that can detect ext- 
reme reviews—for example, the 
computer can detect a review where 
every parameter is given top marks. 
These reviews are omitted during 
publishing,” says Nair. To ensure 
resorts and hotels do not put up rev- 
iews about themselves, Nair’s site 








uses technology to check the origin 
of the posting: “If found suspect, it 
is removed from the database”. 

Members who post and read 
reviews swear by these sites. Says 
Vivek Gopalakrishnan, National 
Manager (Bancassurance and Direct 
Sales), HDFC Chubb General 
Insurance, who has reviewed cars 
and banks on mouthshut.com: “I 
write here because I can express 
my opinions to like-minded peo- 
ple on issues that make a differ- 
ence to them. The site and its 
reviews have always provided rele- 
vant information.” 

The best part of such sites is 
that companies are also checking 
them out to see what’s being writ- 
ten. Both mouthshut and indiare- 
sortssurvey have had instances when 
companies have written in after 
reading a review, asking to talk to 
the consumer and clarify an issue. 

The biggest plus vis-a-vis offline 
consumer networks is, of course, 
the ease and speed with which you 
connect across miles. An auto expert 
in Hyderabad can now alert buyers 
across the country about a particu- 
lar car’s iffy steering column. Oby- 
iously, it’s no longer just about 
taking a second opinion; before 
your next big buy, make sure you 
take a zillion opinions. 
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SECTOR WATCH 


Enough Shelf Life? 


Watch out, fierce competition could hit profits of 
retail companies. 


ETAIL IS BOOM- 
ing, of course. 
The potential is 
huge; it is likely to 
employ thousands; 
it can grow by leaps 
and bounds because 
only 3 per cent of 
retail today is in the 
organised sector. 
While this is exactly 
rhat new entrants 
like Reliance and 
Bharti are hoping to 
hear, what does it 
ШШШ mean for existing 
3733 players like Panta- 
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ES loon, Trent and Sho- 
Shoppers Stop 478 . ppers' Stop? 
*ug 16 ~Forward ОЕ Source: Market Competition is 


going to surge, the 
battle for footfall will be fierce, and earnings will 
certainly slow down. Sector analysts point out that 
these stocks are over-valued, with prices already fac- 
toring in bullish EPs (earnings per share) expectations 
till Fvos. An upside from these levels seems unlikely. 

According to P. Phani Sekhar, who tracks retail 
at Angel Broking, the sheer potential has resulted in 
high price earnings multiples, with the few listed 
entities reaping a rich harvest from news like that of 
Wal-Mart and Carrefour waiting in the wings, and 
Reliance pumping in over Rs 25,000 crore in its retail 
business. But it might soon be time to wake up and 
smell the coffee. Although Pantaloon, Trent and 
Shoppers' Stop will continue to grow, the growth is 
already reflected in their prices. 

Unless your investment horizon is very long 
term, this looks a good time to exit. 

*Valuations are definitely stretched, and a stock 
like Pantaloon is driving valuations upwards," says 
Arun Kejriwal, Director, KRIS Securities. According to 
him, it's a good time to book profits: *Take a closer 
look at valuations and look for other sectors to put in 
money." It might be a good idea to pull out now and 
wait for more niche opportunities, or re-enter when 
there is a larger choice of companies to invest in. 

KRISHNA GOPALAN 





Building Up Grades 


Real estate ratings can get popular with 
consumer demand. 


OULDN'T IT BE LOVELY IF, JUST BEFORE YOU 

plunged your life savings into a new apartment, 
a credible agency would rate the builder and project 
for you? Well, it's not a pipe-dream. Agencies like 
Crisil and ICRA have had real estate ratings for a 
while now, and these are fast becoming popular. 
Says Akashdeep Jyoti, Head, Real Estate Ratings, 
Crisil: *There is increased interest in real estate dev- 
elopers from NRIs, foreign and domestic investors.” 

Ratings go a long way towards helping con- 
sumers take informed decisions before buying 
property. *An independent third-party assess- 
ment gives a comfort level to first-timer buyers," 
says Pankaj Bajaj, MD, Eldeco Properties, an ICRA- 
rated Delhi-based developer. 

Given the amount of fraud that takes place in the 
sector, ratings are a sure way to discover a developer's 
track record of adherence to rules. Dealing with 
rated developers will also make lenders more confi- 
dent, thus easing the flow of funds. 

Rating agencies consider parameters such as a 
developer's legal and construction track record, land 
acquisition policies, financial risk (cash flow and 
funding pattern), and construction quality. Crisil 
rates developers on an eight-point scale ranging 
from TA1+ down to TAS, while ICRA ratings аге on a 
five-point scale from RT1 down to RTS. 

Developers pay to be rated and although today only 
a few have taken the initiative, this will change once 
buyers start demanding it. The key is to increase con- 
sumer awareness. “Unfortunately, it is not manda- 
tory now for developers to get rated. Once customers 
start asking developers for their rating before investing, 
they will not have an option,” points out Bajaj. Ш 

SHALEEN AGRAWAL 


Lavish flats: But ratings will be the real luxury 
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POWER For ALL, By 2012 


The heavy electrical equipment and engineering sector is taking giant strides and is 
expected to flourish in the coming years, thanks to liberal policy regimes, globalisation 


eavy electrical and engineering is the leading 
industrial production segment їп India. 


Conglomerates in the field offer a wide variety 
of services and products for core sectors like power, oil 
and gas. 

The country, which had only 1,300 MW of 
power capacity in 1947, has an installed generating 
capacity of over 118,000 MW, nearly six decades 
after independence. This has to be further increased 
to more than 200,000 MW in the next six years if the 
government has to accomplish its mission of ‘power for 
all by 2012’. About Rs. 800,000 crore will be required 
for doubling the power capacity by that period. Of this, 
Rs. 200,000 crore will be required for the associated 
transmission system. 

The $10-billion electrical industry can provide up 
to 500 MW generating sets, 400 kV AC, high voltage DC 
equipment and other LT products for power generation, 
transmission and distribution. It has enough equipment 
for setting up of nuclear power plants, steel plants and 
petrochemical complexes. It is capable of producing 
more than 4,500 MW thermal, 1,345 MW hydro and 
250 MW gas-based utility power generation equipment 
per annum. The sector is set to upgrade transmission 
to 765 kV and has improved its manufacturing facilities 
accordingly. 

India's transformer industry has gained a dominant 
position at the global level with companies foraying 
into joint ventures with 
manufacturers abroad. 
It has geared up to 
meet requirements 
of the emerging 
markets. Likewise, the 
switchgear and control 
gear industry has also 
matured over the years 
and produces the entire 
voltage range from 240 
V to 800 kV. 

Rotating machines 
industry, comprising 





motors and generators, is meeting alternative power 
needs of SMEs, MNCs, as well as the domestic sector. 
AC generators of 25,000 kVA and above, and state-of- 
the-art generators of international brands are now 
being manufactured locally. The domestic industry is 
riding high on the demand created by general-purpose 
as well as special-purpose motors, cranes, cement mills, 
agricultural sector etc. Energy efficient motors are the 
latest addition to the electrical sector. The installation 
cost of these motors is relatively higher than standard 
motors, but they are cost-effective in terms of power 
consumption. 

Upgrading of technology and equipment has 
promised better efficiency and increased reliability. 
Moreover, a string of policy initiatives taken by the 
government as part of economic reforms to accelerate 
the development of the industry have provided ample 
opportunities to the foreign institutional investors 
(FIs) in the country. 

The engineering sector, which boasts of vital 
segments like machinery and instruments, iron, steel, 
and electronic goods, is divided into heavy engineering 
and light engineering. While the former accounts for 
80% of the total engineering sector in the country, 
the latter's role is also significant. Direct or indirect 
involvement of more than four million skilled and semi- 
skilled workers in the sector speaks volumes. 

The growth of the engineering sector can be 


attributed to 
end user indu- 
stries (refining, 


automotive, 
textiles, railways), 
strides in power 
and construction 
sector, well 
developed supply 
chain, ^ qualified 
engineers, 
and global 
manufacturers' 
interest in India as 
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` an outsourcing destination due to its cheap, yet skilled 
labour. Thanks to low manufacturing costs here, our 
engineering exports may notch up $30 billion by 2008- 
09, according to the Engineering Exports Promotion 
> Council. 

„Тһе country is self-sufficient and self-reliant.as 
far as the engineering sector is concerned. Goods 
-and equipment required by industry segments like 


4 power, fertiliser, cement, energy and transportation are 


manufactured in bulk, leaving enough for exports after 
meeting the domestic demand. The exports of turbines 
.. and generator sets, boilers, transformers, switchgear 


B and control gear, electrical furnace, locomotives, cement 


machinery, oil field equipment, and the like have grown 
magnificently over the years. The engineering sector 
` accounted for 14% of the country's total exports at $10 
` billion in 2003-04, with capital goods garnering 26% of 
the total exports in the segment. 
Industrial sector registered a growth of 7.9% in April- 
September 2004-05 against 6.2% in the corresponding 
.period previous fiscal. Capital goods sector posted a 


, robust growth of 14.5% in April-September. 2004-05, 
. compared with 13.6% in the corresponding period 
.. previous fiscal, an increase of 10%. After a period of 


recession, the sector is now in the pink of health. 
Industrial machinery production rose from Rs 
8,932.24 million in AprilSeptember 2003-04 to Rs 
11646.47 million in April-September 2004-05, a growth 
- ` of 30.39%. The production of machine tools shot up from 
Rs 10,782.86 million to Rs 11647.95 million in the same 
\ period. Electrical generators’ production went up from 
Rs 4,438.87 million to Rs 5,903.55 million, registering a 
` remarkable jump of 33%. 

There are. 125 organised players in the machine 
tools segment, followed by welded steel pipes and tubes 
(123) and material handling equipment (50). There are 
as many as 34 public sector enterprises, with Bharat 
Heavy Electricals Limited (BHEL) being the largest 
engineering and manufacturing enterprise in the 
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country. Engineers India Ltd, Hindustan Aeronautics 
Ltd, Crompton Greaves, HMT and Larsen & Toubro 
comprise other players in the segment. 

A liberal policy regime, на оп айар бшк» 
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on the cake. Besides, easy availability of raw material: 
such as ferrous and non-ferrous metals has also reduced 

the cost of manufacturing in India. Apart from that, — 
quality control is gaining momentum, with more than s 
2,500 corporates in the engineering sector acquiring 
ISO 9000 accreditation, Many others are in the process: 
of getting ISO certification. 

While India showed a magnificent growth in thermal 
generation in the past 50 years, a lot needs to be done in 
hydro and nuclear fronts. The transmission perspective 
programme for 10th and 1ith plans emphasises the 
creation of a national grid by adding over 60,000 km of 
transmission network by 2012. 

The economy is slated to grow at over 8% in 2006- 
07. The future seems perfect, provided companies 
continue to focus: on operational excellence through 
strategic planning. Indian corporates seem to be now 
setting the standards for themselves and offering world- 
class products and services. They are also matketing 
their products and services aggressively to thrive in the 
global competition. 

Mushrooming IT and engineering educational 
institutes narrate the story of India's burgeoning 
heavy electrical and engineering sector. A plethora of 
engineering colleges across the country are training 
thousands of students in electronics and electrical 
engineering every year. 

With all its highs and lows, the heavy electricals 
industry has managed to survive even in the most 
difficult situations, and today, when the market scenario 
seems favourable, it can look ahead for bigger gains. If 
the government also pitches in by extending deemed 
export benefits to core industrial sectors, the day is not 
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BHARAT HEAVY ELECTRICALS LIMITED 


Brightening Lives.... 
Powering Progress 


Establishment of BHEL 

At the time of India’s independence, there was hardly 
any industrial infrastructure worth the name except 
perhaps the Railways, Post & Telegraph and the only 
large steel mill of TISCO. Over two-thirds of India’s 
GNP was contributed by the agriculture sector and the 
country was woefully short of the basic ingredient for 
economic development, power. 

For a country with a population of 360 million in 
1947, the total power generation was а meagre 1347 MW, 
with a per capita electric consumption of 14 kWh. Led 
by Pt. Nehru's vision, our policy planners realised that 
without an adequate base to manufacture equipment 
required for generation, transmission and distribution 
of electric power, the desired levels of industrialisation 
and economic development could not be achieved for 
the growth of the country. 

This led to the setting up of Bharat Heavy Electricals 
Limited (BHEL) in the late 1950s. Its mandate was 
to make the country self-sufficient in the indigenous 
manufacture of power equipment. 

The power equipment industry was thus established 
in India with setting up of the first plant of BHEL at 
Bhopal in 1956 (under Heavy Electricals India Ltd. 
- HEIL). Subsequently, during the third five year Plan, 





З тоге manufacturing plants were set up at Haridwar, 
Hyderabad and Tiruchirapalli under BHEL. The formal 
merger of HEIL with BHEL happened in January, 1974. 
Since then, there has been no looking back and BHEL 
has fulfilled the objective of making India self-reliant in 
the field of power plant equipment. BHEL has the unique 
distinction of being one of the very few companies in the 
world, manufacturing all major power plant equipment 
under one roof. 

Today, BHEL sets generate 73% of the total power 
in the country despite accounting for 65% of India’s 
total installed generating capacity of 1,18,561 MW 
(as on 31/3/06). In real terms, that translates into 
approximately three out of every four homes in India 
being lit up with power generated by BHEL sets! 

BHEL has become an icon of an incredible success 
story, from its humble inception to becoming the 
largest engineering enterprise of its kind in the countr y 
and one of the foremost companies in the international 


power arena. 
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Strengths of BHEL 


BHEL is today, a multi-product company offering over 
180 highly sophisticated engineering products under 
one umbrella. While the core competence of BHEL is 
in the power sector, it has progressively established 
the technological infrastructure to cater to core sectors 
like Industry, Transportation, Transmission, Oil & Gas, 
Renewable Energy etc. Its diverse manufacturing base 
supported by contemporary and unique manufacturing 


facilities give it a competitive edge. 


6 Gio customer is centric 
all activities 


excellence 99 


The company is one of the most successful public 
sector enterprises consistently making profits since 


1971-72 and paying dividends since 1976-77. 


One of the strongest points of BHEL has been its 
international competitiveness, which the company has 
successfully proved by bagging over 86% of power plant 
orders under international competitive bidding in the 


domestic market, since 1978. 


BHELsinherent potential and consistently excellent 
performance has resulted in it being chosen as the only 


b (L) CNC Milling machine at BHEL's modern Blade 
4; Shop at its Haridwar plant 
| (R) TG Hall-500 MW BHEL-built generating set 





in a business 
organisation. The real challenge 
is all about marshalling the 
resources in pursuit of customer 
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engineering *Navratna' public sector enterprise. 

The company has a committed workforce of 43,000 
employees at 14 manufacturing divisions, 8 service 
centres, 4 power sector regional centres and 18 regional 
offices, besides project sites all over India and abroad. 

Significantly, BHEL undertakes the 
gamut of engineering, manufacturing, erection and 
commissioning, even on turnkey basis - 
available only with a few power plant equipment 
manufacturers in the world. 

BHEUS products & services being technology 
to intensive in nature, Engineering & Technology is 
of strategic importance to the organisation. BHEL 
has a Corporate R&D centre at Hyderabad and 
product-based R&D centres at its manufacturing 
divisions. The company has upgraded its products 
to contemporary levels through continuous in- 
house efforts as well as through acquisition 
of new technologies from leading engineering 
organisations of the world, viz. Siemens, General 
Electric, Alstom, etc. BHEL’s investment in R&D 
is amongst the largest in the Corporate sector 
in India. During 2005-06, a turnover of Rs.1,152 
Crore was achieved by commercialising products and 
systems developed during the last five years through 
in-house R&D. BHEL has filed 84 patents during 2005- 
06, taking the total no. of patents to 339. In addition, 13 
copyright applications were also filed during the year. 

The non-power business segment also includes 
supplies to the Indian Railways. Today, over 75% of the 
Indian Railways (the second largest railway network 
in the world) is equipped with a variety of traction 
equipment manufactured by BHEL. The company has 
supplied over 55,000 traction machines to the Indian 
Railways. Its traction electrics and AC/DC locos power 
a railway network of over 12,000 kms. 

BHEL has so far supplied over 25,000 motors 
with Drive Control 
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Petrochemicals, Refineries, Steel, Aluminum, 
Fertilizer, Cement plants, etc., besides more than one 
million Valves to Power Plants and other Industries. 
In addition, the company has supplied over 2,50,000 
MVA transformer capacity and sustained equipment 
operating in Transmission & Distribution network up 
to 400 kV - AC & DC. 

BHEL is one of the few companies in the world, 
possessing High Voltage Direct Current (HVDC) 
transmission technology, for efficient and reliable 
transmission of bulk power over long distances. 

A pioneer in the development of Renewable energy 
products/systems in the country BHEL has so far 
supplied solar modules & systems for generating over 15 
MW of power for applications in office and home lighting, 
stand-alone streetlights, traffic signals, rural automatic 
telephone exchanges etc. 

With a capability to design and manufacture Grid 
Interactive Solar Photovoltaic (SPV) Power Plants 
of any capacity required by the 
customer, BHEL has set up 
such power plants of up to 150 
kW in Lakshadweep, Kerala, 
Andhra Pradesh, West Bengal 
and Andaman & Nicobar Islands. 
BHEL’s contribution towards 
Solar Power Plants in the country 
has gone up to 1500 kW. 


(R)An employee of BHEL, Mr. 
B.L. Chouksey, receiving the 
Padmashri from the President of 
India 

(B) Rihand STPS quipped with 
BHEL thermal sets 

(Far right) Pandit Jawahar Lal 
Nehru at the Bhopal plant of 
BHEL 
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A quality conscious organisation with a strong 
customer focus, BHEL has upgraded to the latest 
ISO-9001: 2000 version for all its operations. To fulfill 
its corporate commitment towards protection and 
conservation of the environment and ensuring that its 
products and systems also meet such requirements, 
all the units/divisions of BHEL have been awarded 
ISO-14001 Environmental Management System 
certification. In addition, as a responsible corporate 
citizen and to meet the exacting international standards 
in occupational health and safety, BHEL has secured 
the prestigious OHSAS-18001 certification for all its 
units/ divisions. 

A pioneer in Human Resource Development in 
India, BHEL realises the value of quality human resource 
and that the development of this critical resource as an 
imperative, in the current business environment. As a 
step in this direction, aimed at encouraging individuals to 
take up improvement projects for capability building and 
for continuous improvement in all 
spheres, an Improvement Projects 
Rewards Scheme (IMPRESS) has 
also been introduced company- 
wide. 

Similarly, conceptualised to 
further integrate the culture of 
excellence in the organisation, 
BHEL’s ‘Excel Awards’ were 
recently presented to 28 
employees. With this, a total of 
211 employees and two family 
members of employees have been 
awarded so far as recognition 
of their contribution towards 
the growth/profitability of the 
company. 








Global Foray 

BHEL is India’s industrial ambassador to the world, 
having supplied products, services and projects to over 
65 countries, from the United States in the West to New 
Zealand in the Far East. Over the years, BHEL has 
established its footprints encompassing all six inhabited 
continents of the world. 

Ranking among the major power plant equipment 
suppliers in the world, BHEL is one of the largest 
exporters of engineering products & services from 
India. These encompass thermal, hydro and gas-based 
power plants, substation projects, rehabilitation projects, 
besides a wide variety of products, like Transformers, 
Compressors, valves and oil field equipment, etc. 

During the last financial year (2005-06), BHEL 
booked highest-ever physical export orders of Rs.3,348 
Crore — а six fold increase over the previous year. 

The trend is continuing in the current year also 
and BHEL has already achieved major successes with a 
series of orders for substation projects from Afghanistan, 
Bangladesh and Ethiopia, Transformers from Egypt and 
Sudan and Solar Cells from Sweden and Italy. 

BHEL has carved a niche in the large size Gas 
turbine segment (124 MW and 159 MW ISO rating) 
in overseas markets. Such large size BHEL-supplied 
Gas Turbines, have been installed at power projects 
in Oman, Iraq, Libya, Italy, Vietnam, Sri Lanka, 
Bangladesh and China. BHEL is today placed among 
the world’s leading gas turbine manufacturers 
possessing all-round engineering and technological 
capabilities for the manufacture of such intricate 
technology driven equipment. 

Oman being a traditional stronghold of MNCs, 
gaining ground and furthering business opportunities 
in the country was a major challenge for BHEL and the 
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company decided to take it head-on. 

BHEL is executing its sixth and seventh successive 
projects for Gas Turbine-based power plants in Oman, 
in addition to orders for Compressor packages. 

Similarly, in Libya, BHEL achieved a new milestone 
with the turnkey commissioning of the 600 MW 
(4x150 MW) Gas Turbine-based Western Mountain 
power project for the General Electricity Company of 
Libya. This is the largest power plant set up by BHEL 
overseas. 

Social Commitment 
As part of its Corporate Social Responsibility and to 
give back a part of its success to the society, BHEL has 


already tied up technology to produce 
pare ‘thermal sets with supercritical 
es oet of higher ae hydro 


therm: seien a high PLF of 75% during the 
ear vic vas beter tan the national average, in 
: OA of 83.4%. АТ 
ете cman is one of the most successful public 
corpi m 
















eleve n years (1994-95 | pasen BHEL 
over Rs.14,500 Crore to the Govt. by way 

Drm pep dues. Since 1976-77, BHEL has paid 
E сүй Othe wie ы AU 

ver turno er of Rs.14,525 Crore, notching up growth 

E and ae pem 

4 ed in ) Aims DN a . This 









adopted 56 villages in the vicinity of its manufacturing 
plants throughout the country for welfare activities. 
Located across the country, these villages and their 
80,000 inhabitants are benefiting from BHEL' initiative 
aimed at all-round grass-root rural development. 

The company has also joined the United Nations' 
*Global Compact', a partnership between the UN, the 
business community, international labour and NGOs. 


Q. What have been the highlights of BHEL' performance in 
2005-06? What have been its biggest successes? 

BHEL achieved the highest ever turnover of Rs.14,525 
Crore during 2005-06 - the highest-ever growth of nearly 
41% on top of 19% and 16% top line growth achieved in 2004- 
05 and 2003-04 respectively. This is the highest year-on-year 
growth in the last three decades. 

BHEL also booked the highest-ever physical export 
orders of Rs.3,348 Crore—a five-fold increase over 2004- 
05. For the first time, export orders contributed 18% to the 
company's total order booking during 2005-06. Overall, the 
order booking by BHEL was Rs.18,937 crores in 2005-06. 
Some other significant successes included: 

* Major breakthrough achieved in CFBC technology with 
the receipt of order for country's highest-rating (250 MW) 
CFBC boiler for Neyveli TPS. In fact, all orders for CFBC 
technology-based power plants in the country—highest in a 
year—have been won by BHEL. 

* APGENCO's first two 500 MW sets at Vijaywada and 
Bhoopalpally TPS were ordered on BHEL. 

* Highest value single order for a 400/132 kV switcliyard 
for Barh STPP was placed on BHEL by NTPC. 

* Largest-ever export order secured for a 4x125 MW steam 
turbine-based thermal power plant at Kosti, Sudan. 

* Completed the restoration and re-commissioning work of 
the flood-ravaged 6x250 MW Nathpa Jhakri HEP of Satluj 
Jal Vidyut Nigam Ltd. in record time. 


Q. What are the new areas that BHEL5 power division busi- 
ness plans to explore for future growth? 
To capitalise on emerging opportunities, the manufacturing 
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Preparing for the future 

CEA has indicated that over 62,000 MW generation 
capacity needs to be added during the XIth plan to 
ensure ‘Power for all by 2012’. 

To capitalise on the emerging opportunities, 
the manufacturing capacity of the company is being 
enhanced from 6,000 MW per annum at present to 
10,000 MW per annum by 2007. 


capacity of the company is being enhanced from 6,000 MW 
per annum at present to 10,000 MW per annum by 2007. 
BHEL has already tied up technology to produce steam — 
generators with super critical parameters. This coupled 
with the arrangements already in place for steam turbine 
generating sets would enable the company to produce su- 
per critical thermal sets in the range of 800-1000 MW unit 
ratings having higher efficiencies and educed emissions. 
Further, introduction of higher rating hydro turbine gen- 
erator sets and advanced class Gas Turbines have been 
planned. BHEL is also gearing up to encash the emerging 
opportunities in Nuclear Power Generation. 

BHEL is looking at servicing & spares as an attrac- 
tive business opportunity. It is well positioned to undertake 
Renovation & Maintenance in view of the fact that it has 
supplied nearly 65% of India’s total installed power gener- 
ating capacity. Another significant advantage for BHEL is 
its established service network, spread across the country. 
Proximity of service centers, which helps in reducing plant 
downtime, is a major structural advantage. Recently, the 
marketing activities of spares & services have been con- 
solidated and a separate group (SSBG) has been formed to 
focus on this sector. 

BHEL is thus fully equipped and committed to bring 
the state-of-art products, systems & services for producing 
quality power at affordable rates & meet the country’s chal- 
lenging task of achieving ‘Power for All by 2012’. : 





Q. With BHEL venturing into foreign markets, what are 
some of the major challenges that it faces and how is it prepar- 
ing itself to face this competition? 

Ranking among the major power plant equipment sup- 
pliers in the world, BHEL is one of the largest exporters 
of engineering products and services from India. BHEL 
has over the years, established its references in over 65 
countries of the world. BHEL has been competing with 
the biggest and the best multinational companies in the _ 
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For enhancing its competitive edge, BHEL has 
embarked on a major exercise of ‘Positioning BHEL 
for Accelerated Growth’ to address all aspects of its 
operations. Pilots on capability-building initiatives like 
Design-to-cost, Purchase and Supply Management, etc., 
have been completed recently and will be extended to 
other product areas. 

Further, emergence of the Services sector, both in 
Generation and T&D areas, would provide a number 
of opportunities for BHEL in R&M, LTSA, overhauling 
and After-market services. The marketing activities of 
spares & services have been consolidated and a separate 
group has been formed to focus on this sector. 





CMD, BHEL receiving the ‘FICCI Award for 
Environmental Conservation and Pollution Control’ 
from the Prime Minister of India. 


world and getting major orders from markets, which were 
hitherto the domain of these few companies from the de- 
veloped countries. BHEUs export range covers individual 
products to complete Power Stations, Turnkey Contracts 
for Power Plants, EPC Contracts, HV/EHV Sub-stations, 
O&M Services for familiar technologies, Specialized af- 
ter-market services like Residual Life Assessment (RLA) 
studies and Retrofitting, Refurbishing & Overhauling, 
and supplies to manufacturers & EPC contractors. 


Q. What are some of the technological innovations being pio- 
neered by BHEL? 

BHEL has a Corporate R&D centre at Hyderabad and 
product based R&D centres at all its manufacturing units. 
BHEL has upgraded its technological capabilities to state- 
of-the-art levels through in-house R&D and has also gone 
for selective acquisition and adaptation of latest technolo- 
gies from world’s leading companies from USA, Europe and 
Japan. The company’s strong R&D base focuses on areas 
like Advanced controls & instrumentation; Clean coal tech- 
nologies; Non-conventional energy technology; Improved 
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BHEL is exploring inorganic growth options 
within the Navaratna guidelines / with approval of the 
Govt. of India, availing opportunities for obtaining new 
technologies and expertise, intellectual property rights, 
product extensions, market access etc. 

On its way to becoming a truly Indian transnational, 
the company always strives to create an ever increasing 
value for users of its products and services. It is the 
company's constant endeavour to transform itself into 
one of the most competitive enterprises of its kind 
in this part of the world comparable to international 
standards. 


transmission & distribution systems and products; Higher 
efficiency, silt-resistant hydro turbines etc. 

Notably, during fiscal 2005-06, BHEL recorded a turn- 
over of Rs. 1,152 Crore—about 8% of the company's total 
turnover—through commercialisation of products and- 
systems developed by way of in-house Research & Devel- 
opment efforts. 

During the year, the company invested about Rs.150 
Crore on Research & Development of products and sys- 
tems, which was among the highest in India. BHEL has 
filed more than 300 patents as of date and has been granted 
35 patents and the rest are in various stages of processing. 


Q. Please give us details of the nuclear technology upgrada- 
tion program of the company. 

In the field of nuclear power generation, BHEL has al- 
ready manufactured and supplied steam turbines and 
generators for 220 MW, 235 MW and 540 MW ratings. 
BHEU'S contribution to the country's installed Nuclear 
Power Generation capacity as of March'06 has been over 
80%. Further, BHEL has also supplied end-shields and 
heat exchangers for nuclear power plants. Considering 
the future prospects in this field, BHEL is fully gearing 
upto meet the requirements including suitable technol- 
ogy tie up for higher rating sets, capacity expansion etc. 


Q. How much does BHEL intend to spend on capacity 
building? 
BHEL is gearing up to enhance its equipment manufactur- 
ing capacity from present 6,000 MW to 10,000 MW annually. 
Towards this, BHEL is investing more than Rs.1,600 Crore. 
The company is also adopting strategies aimed towards 
compression of production cycle time through concurrent 
engineering, standardisation & advance manufacturing, be- 
sides cost reduction; improving business processes; bench- 
marking against world leaders and becoming more respon- 
sive to customer needs. 


Property & Home Loans 





billion and expected to grow at 25 per cent annually. It is also 

said that Mumbai alone would need anywhere between 
180,000 and 200,000 additional residential units in the next 10 years. 
And despite this, India is expected to see an annual shortfall of 20 
„ milion housing units till 2011. 
Property prices in India are rising fast, and not just in the biggest 
(cities. As the tech boom spreads across the country, as more Indians buy 
-: homes, and as ће economy grows at faster than 8% a year, real estate is 
“© attracting more investors, many of them from abroad. Little wonder, 
+ why Merrill Lynch has forecast that the Indian realty sector will grow 
from $12 billion in 2005 to $90 billion by 2015. But there are a few 
concerns. Concerns about an asset-price bubble have led the Reserve 
Bank of India to raise the risk weight age on real estate loans extended 
by banks, and mortgage rates have gone from 7.5% to about 9.5% as a 
result, That's still well below the 15% rates that most Indians were used 
Чо, but it's enough to raise questions about whether the speculation of the 
D past year and a half, which has driven land prices up by 30% to 100% 

‘and real estate stocks up as much as 2,000%, may be coming to an end. 
à But two recent land deals have brought the red-hot segment into 
y focus. The Ahmedabad-based Adani Group has finalized India's largest 
“land deal: with Housing Development and Infrastructure for 22.5 billion 
‘rupees (over US$500 million) to develop a commercial and retail hub in 
Mumbai's landmark commercial business district, the Bandra-Kurla 
‘Complex. The deal followed developer Unitech's recent 340 acres of 
Лапа acquisition in Noida (near Delhi) worth 15.83 billion rupees. The 
, land in Noida will be used to make 4,000 top-of-the-line apartments 
priced at $500,000 each. These two big-ticket deals emerged in the wake 

= of DLF Universal, the real estate developer owned by billionaire K P 
js Singh, announcing plans to raise as much as $3 billion in the country's 
= biggest share sale, scheduled for this month or early July. Half a dozen 
-more initial public offerings are in the pipeline. 
| These are only episodes in a larger saga: Indian real estate is 
booming. The flurry of investments has witnessed property rates zoom 
in the country. According to Knight Frank India, a leading property 
consultancy, "A" grade residential property prices over the last year in 
Mumbai have risen from $400 to $750 per square feet, while 
commercial rates have increased from $250 to $700. 
<> In Delhi, prices have risen from $250 to $600 and for office space 
: from $200 to $400. Property prices have moved up in other cities, such as 
Bangalore, Hyderabad, Chennai and in smaller ones such as Pune and 
_ Chandigarh, where many overseas firms are now setting up shop. 
: а Observers say that there could be a medium-term correction in realty, as 
E. recently occurred in the stock markets, but the returns will grow long-term 
га» the fundamentals of the economy remain strong. According to 
_ observers, a corpus of over $4 billion belonging to various realty funds is 
‘ready to enter the segment, with almost $1 billion approval already in 
3. place. Foreign direct investment in the sector is expected to be nearly $16 
» billion over the next five to six years. 

Experts say that interest in buying property has never been higher, 


I t reputed that the Indian real estate market is worth $50 




















barring a period between 1993-6 when speculation was at its highest. This 
time the boom is end-user, rather than supplier driven. Indians and Indian 
businesses are earning more than ever before, riding on the service sector 
(led by the export-oriented information technology and IT-enabled 
services) that contribute more than 50 % of gross domestic product. 


Luxury houses cum malls 


The boom owing to the consumption powered growth of the 
countrys economy has seen investors.planning nearly 250 new 
shopping malls by 2008, as against just three that existed till 2002, 

The real estate industry, especially in urban areas, hàs witnessed a 
huge upwards spiral in the last few years. Satellite towns have 
flourished around Indian metro cities such as Mumbai and Delhi to 
capitalize on the unprecedented construction activity. Builders have 
conceived of ambitious projects to give Indians the latest in retail office 
space, huge shopping malls and unique residential options. 

So, if the favoured suburbs of the multinationals, Gurgaon is getting 
ready to open a one of its kind wedding mall, IT hub Bangalore is 
constructing a huge mall just devoted to fürniture. 

With the growing class of nouveau riche, some of the top real estate 
developers in the country have set their eyes on the city and surrounding 
areas of Panchkula, Zirakpur, Dera Bassi and Mohali, to develop and 
sell high-end luxury apartments. Offered at a price between Rs 50 lakh 
and Rs 1..50 crore, it is estimated that about 2,000 luxury apartments 
would be constructed in this region. After the Uppal Group took over a 
5.4-acre land in Manimajra, Chandigarh, in an open auction, for 
constructing hi-end apartments, it led to a race of sorts among the, 4 
leading developers in the country. Parasvanath Developers and Samar 
Estates are both developing luxury apartments in Sector 20, Panchkula. 

Omaxe is coming up with their apartments, Omaxe Greens, in Dera 
Bassi, while Silver City is constructing penthouses in Zirakpur. Luxury 
apartments are also coming up in Bartana (Zirakpur) and IT Park, Mohali. 
The concept of six-storeyed luxury flats was hitherto unknown to people 
in Punjab townships though it is not new for the residents of bigger cities. 
Housing societies had flats no bigger than 3-storeys. Developers and 
builders are these days constructing six-storeyed luxury flats. 

Then there are the malls. India's organised retail industry accounts for 
just 3% of the country's total retail sales, though it is poised to grow by 
97% per year in the next five years to a staggering $24 billion. Today there 
are nearly 100 big shopping malls in the country, more than half of them 
in Delhi and Mumbai alone. T^ 

And in two years there will be 360 malls across the country. More 
than 20 are in various stages of development iti Delhi and Mumbai. 

Among them is India's biggest shopping mall, Ambi, which is being 
built in Gurgaon, near Delhi. It will have exclusive showrooms. of 
international brands, where, according to the developers; customers will 
have to shop by prior appointment. And this is just-the tip of the iceberg. 
Try digging into the host of private luxury apartments and penthouses in 
India and that's a separate story altogether! | 
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. UNIVERSAL GROUP 
The Universal Group is founded on the strengths of a strong 
foundation & lineage. The group is founded on a vision which seeks to 
usher in better tomorrow by providing people with improved life & living 
standards. The Universal Group is an emerging name in India's real estate 
industry stepping in through Universal Trade Tower (commercial) in 
Gurgaon & Universal Greens (residential), Universal Business 
Park(commercial), Business Centre & facility management in NCR. 
Mr.Raman Puri,CMD of Universal Group is the creative & 
professional mind behind the origin & success of Universal 
` Group.Having worked with Corporate sector in India, he is fully 
. conversant with project management, field work, statutory corporation 
_ etc.Mr. Puri, a unique combination of an entrepreneur, having financed, 
` project,legal, tax-expertise in one person, which is very rare. Under his 
advice & leadership the Group has made tremendous progress within 
. construction industry. Universal Group has an impressive portfolio of 
upcoming projects which demonstrate its strong leadership status as a 
pioneer & trendsetter in the real estate sector. Commitments to 
excellence, a fetish for perfection & timelines, serious pursuit of customer 
. value have overtime built for Universal Group a strong track record in 
terms of reputation,brand & organization that is synonymous with 
_ attributes of Credibility,Quality & Innovation. 


UNIVERSAL TRADE TOWER 

Universal Trade Tower is 
situated at Sohna Road, Gurgaon 
having ground + 8 floors with 3 level 
basement having 2.77 Lacs Sq.Ft. of [es 
super area. Universal Trade Tower is Р 
designed by ап MNC architectural 
company R.S.P. Architects Planners 
and Engineers(India) Pvt Ltd and construction by a well reputed firm B.L 
Kashyap & Sons. Building is centrally air conditioned & well equipped 
with 100% power back up. 

There is no compromise with safety; building is equipped with 3 tier 
safety system. Lush green landscaping, health club , smart BMS, 
impressive Façade with double glass glazing & granite cladding, High 
speed lifts etc. are few features of Universal Trade Tower to redefine the 
corporate experience.Building is ready for fit-out in April 2007 and 
possession by June 2007 
UPCOMING PROJECTS 

Few more to add the list of Universal Group Projects in NCR, Group 
is coming up with Universal Business Park(commercial tower with 
approx. 5.0 Lacs Sq. Ft. of super area). Universal Greens (Residential 
towers with approx. 13.50 Lacs Sq.Ft. of super area to cater 1000 flats. 





Rustomjee Developers 


of India's first ISO 9001:2000 certified builders, 

ON Om has earned huge and 

testimonials for their projects and business practices. 

Rustomjee was also adjudged as the 'Most Customer Friendly Developer’ 

during the Maharashtra Chamber of Housing Industry (MCHI) 
. exhibition. 

The group currently has 32 residential & commercial projects in its 
repertoire. This translates into area constructed or under construction 
equating 3 million sq. ft., growing at 5496 CARG since 1996. 

According to Mr. Boman R Irani, Chairman & MD, Rustomjee has 
been a company committed to complete customer satisfaction. Its well- 
planned townships, quality of construction and transparent operations 


accolades 


have awarded them with the prestigious ISO 9001:2000 certification. Be 
it Dahisar or Bandra, Andheri or Juhu, Goregaon or Matunga, Malad or 
Thane, Rustomjee has always spread a promise of a good life in every 
corner of the city. At the heart, they remain a group of people, committed 
to build a better society. 

It is this clarity of thought and vision that has helped Mr. Boman take 
Rustomjee from a start-up builder brand of Mumbai in 1996, to the top- 
five league of real estate developers in the city. That too, within a short 
span of 10 years. Rustomjee always delivers, not just quality housing but 
true to form quality lifestyles. 

Rustomjee's unchanged goal is a 100% satisfied customer. 

Come Home - Come to Rustomjee... 





the past 40 years DSK Group has been driven by 


| DS K Group 
О \ 7 er poe in every aspect of their business and 
has become a name synonymus for trust and 


` reliability wherever they have set foot. Of these 40 years, 25 years have 
been dedicated to the field of real estate development and this dedication 
in this field has not just been one of their biggest success stories but also 
made them the 2nd fastest growing construction company in India in 
2004. 
What started as a humble tele smell service provider has today 
bloomed into a 800 crore empire spanning industries like construction, IT, 
Automobile, Hospitality, Education, Pharma and logistics. 
Pioneers in eco friendly systems in the real estate field, DSK Group 
has always led social welfare measures along with business ventures. 
Besides pioneering systems, DSKDL is the only construction 
Company that declares the date of possession at the time of Bhoomi Pujan 
and it is a pride to say that till date there is no failure in that commitment. 


In their silver jubilee year backed by the trust of 15,000 home buyers 
DSK Developers has taken their construction expertise from Pune, 
Mumbai to Bangalore, and soon expanding at Hyderabad and Goa.Apart 
from the domestic expansion company had set up office at New Jersey for 
the forthcoming projects to be launched in New Jersey and NewYork. 

DSK Toyota -the automobile arm of the group is the largest Toyota 
dealership spanning six districts. Ranked as the best dealership in the 
world by Toyota Japan. DSK Toyota boasts of seven showrooms, six 
workshops and a turnover of Rs. 500 crores. 

Their Infotech business with a turnover of Rs. 40 crores aiming to 
increase the same to Rs 100 Crores is into Linux and RedHat Learning, 
Software Development for MNCs and also set to introduce animation 
degree courses very soon. The DSK Group has associated itself with 
Israeli giants for their Engineering and Pharma Businesses. 

Further strengthening the social welfare aspect which the group is 
committed to, is the DSK School. An ICSE syllabus school that promises 
not just education for the future generation but overall development of the 
students 

The DSK Group has taken on and overcome many challenges on the 
way to achieving their silver success and has very rightly earned it. 
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When life takes a leap towards a higher 


Play to 


nature's 


sweel tunes magnificent lifestyle that transforms and 
- 


revitalizes your life to an exciting level. It 


plane, its time for you to shine in its glory 


DSK Madhuban is the epitome of a 


takes you to the zenith of another world 
offering beautiful experiences and timeless 


memories with your loved ones 


The landscape blends beautifully with the 
environs and provides a healthy and 
exhilarating life for you and your family 
Enjoy the pure air and refreshing scenery 
at all times. It is an exotic oasis of 
greenery created at your doorstep, to be 


enjoyed for a lifetime 


Call us today on 2432 4328/ 24301 8083 














1/2.5/ 3 Bhk Apartments = Top-of-the-line Interna 
Specifications = Clubhouse = Swimming Poo! 
Children's Play Area = Jogging Track = Indoor Games 
Meditation Area = Provision For Internet Connectivity 
Door Video Phone For Added Security 


Landscape Gardens 
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D.S.KULKARNI DEVELOPERS LTD. 
AN ISO 9001, ISO 14001, OHSAS 18001 COMPANY 

14 “Upasana”, Near Sena Bhavan, L. J. Road, Shivaji Park, 
Mumbai - 400 016 Ph : (022) 24324328, 24301883 Fax: (022) 24221816 PBAP 
Pune: Ph :(020) 66047100 Fax : (020) 25535772 Tele-info: 66047181 nunnan 
E-mail : sales@dskdl.com Web site : www.dskdl.com 
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Home Loans 


М, loans have soared by close to 200 basis points, from 7.25 per 
cent a couple of years back to over 9 per cent today. With the 
provision of pegging floating rates to the prime lending rate, most 
< banks and financial institutions have periodically revised interest 
fates that became painfully evident to millions of customers. only on 
receipt of their annual statement of accounts, or the periodic updates. 
There can be no doubt that cheap, and hence attractive, rates for 
housing loans coupled with handsome tax-breaks drove а growing 
. number of people to take housing loans and accelerated the credit off 
` take. In 2003-04, growth in housing loan disbursal was 42 per cent. 
‹ But by October 2005, the off take had grown by. 125 per cent to Rs 1, 
293,267 crore. By March 2006, housing loan disbursal had fallen to 
; 115 pêr cent. It would be quite easy and equally simplistic to attribute 
` this fall to increasing interest rates. 
However, there are not sufficient correlated figures to warrant 
such conclusion. But that does not rule out the possibility of such a 


| S lowly but relentlessly the floating interest rates for housing - 


7 Scenario emerging if firm trends continue in the housing loan market. 


Even today there is a distinct possibility that a large number of 
"potential borrowers will defer their investment plans, given the 
` growth surges in housing loan rates. . 
| There are reasons for concern since several banks have been 
| aggressively pricing their home loan products. While the Reserve Bank 

of India revised the repo and reverse repo rates by 25 basis points, most 

banks hiked housing loan rates by 50 basis points and above. 


| Evolving role of the home loan market in 
today's economic scenario 
` Interview with Ajai Kumar (GM) - Bank of Baroda 
With rising: income levels and higher purchasing power 
particularly in the 20-40 years age group, the face of the Indian 
consumer today is undergoing rapid changes. India is hence 
witnessing an impressive growth in retail segment in general and 
home finance in particular. In the Financial year 05-06, 27% of the 
3 р incremental credit constituted of retail credit out of which 52% 
was towards housing loan. Still India is way behind other 
‘comparable economies like Taiwan and Korea where the retail 
баи to GDP is around 41% and 55% respectively as compared to 
only 8% in India. Clearly India’ will continue to be the most 
exciting and challenging field for the retail players in coming 
years. The retail banking sector is expected to grow at a rate of 
around 30%, consisting predominantly of home finance, personal 


loans and wealth management. 








What are the products offered by BOB's home loan segment: 
Bank of Baroda recognizes the life style and life cycle needs of 

its valued patrons. Accordingly the products are tailor made to suit 

various felt needs in home loan segment. The products currently 


offered by Bank are: 
Baroda Housing Loan. -> For resident Indians 
For Non-Resident Indians and 


Baroda Housing Loan to NRIs/PIOs 
: | persons of Indian origin 

























Baroda Home Improvement Loan 


For:repairs, renovations, 
extensions at : 
, For all purposes to housing loan 


Baroda Additional Assured Advance 
: borrowers à 





What has been the marketing Strategy to gain an edge over your 
competitors? ; | 

Bank's retail strategy involves around anticipating customer's 
interests. and. making appropriate “offers, linkages and other 
mechanism to facilitate transactions that follow customer's life cycle 
financial requirements, D AE 

Under it's retail strategy Bank has taken various customer centric 
initiatives like opening of over five hundred - 8 am to 8 pm branches, 
nine 24 hour human banking branches , 114 dedicated retail loan. 
boutiques called " Money Plex”; over 650 ATMs, and more recently 
"Retail Loan Factories" providing retail loans in quick and easy 
manner. 

To provide all ‘financial services to customer under one roof, 
Bank has also entered into tie up with HDFC Standard Life for selling 
Life Insurance Products and with National Insurance Co for Non- 
Life Insurance and Mediclaim products. 

Bank has also developed strong marketing workforce in form of 
in-house sales teams, which follow up on-existing customer enquiries 
or the leads received through tele calls, SMS etc. They call on the 
customers at their own place and complete.all loan related processes 
in а hassle free manner providing total customer satisfaction at their 
door steps. RUN 

How has ‘the Bank leveraged on technology to offer better 
services to your Customers - 

Bank of Baroda. has embarked upon an ambitious technology 
enabled business strategy to transform itself into a Sales and Service 
Retail organization, committed to deliver best of the customer service 
with value: together with speed and efficiency. To achieve that 
objective, Bank has undertaken an accelerated roll ош. of. Core .. 
Banking Solution, across its domestic and overseas branches. By 
September 06, 500 branches and by March 2007, 900 branches will 
be on CBS providing anywhere banking to its customers: 

Another technology: initiative is "The Loan Factory" concept 
which i$ an outcome of consultancy provided by Mckinsey under 
project "Parivartan". which. means transformation. Thesé units have 
twin outfit-of Sales and Processing Teams constituted of in-house 
people who are specially selected and trained for-the purpose. The 
processes-of Loan Factory are simple, checklist-driven and powered 
by use of technology io ensure complete satisfaction for the 
customers. Scientifically designed work-flow at Central Processing 
Cells and stringent monitoring of activities at each stage facilitate the 
completion of entire process within the tight time-lines: Loans are 
thus sanctioned within pre-defined timé-lines of six days, 

Through these initiatives, and many more like Internet Banking, 
On-Line Trading, Depository Services etc the Bank of Baroda has set 
very ambitious targets in retail for the year 06-07, so as to bring it to 
a level of minimum 26% of total credit. = 
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YExclusive Features: 


* Distinguished architectural design by highly acclaimed 
architects, an MNC architectural Company - R.S.P Architects 
Planners and Engineers (India) Pvt. Ltd. 
* External Facade: Double Glass structural Glazing, Granite 
Cladding Alucobond Cladding 
* Centrally Air Conditioned * 100% Power Backup 
* Fire Protecting System including sprinklers, fire and smoke detectors 
* Impressive 36 feet high Atrium finished with Granite & Marble 


arkaa tan 


ai 


* Broadband Connectivity * Innovative Landscaping | М à ro D» rl 7 À | 
* 3 Level Car Parking for 500 Cars ] > = WA оь)“ А S 
* 20,000 to 45,000 sq.ft. floor plates x m ч m 
"у: VA D 
* Health club & 5000 sq.ft. Restaurant | RA DE | (D V / x, 96 
| * Professional property management SOHNA ROAD, GURGAON 
E * High Speed Lifts * 24 x 7 Security, CCTV Cameras Redefining the corporate experience 
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Corporate Office: A - 609, Sushant Lok-l, Gurgaon-122 002 (Haryana) 
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‘The Adventurers 


If you love the outdoors and want to do all the things you saw John Wayne do 
on screen, you can—and even make a career out of it. AMIT MUKHERJEE 


KSHAY KUMAR’S GRAND- 

mother was shell shoc- 

ked more than a decade 

ago when he told her: 

“Га love to be a white 
water rafting guide because I love 
it.” She had asked her grandson 
about his career plans. Chartered 
Accountant, IT code jock, or, even 
better, corporate lawyer were the 
answers she was hoping for. “But a 
boatman and a trekking guide? 
Unimaginable!” chuckles Kumar 
reminiscing about his grandmother's 
reaction. But family disapproval 
could not dissuade him from fol- 
lowing his chosen path. The 


“Most companies include adventure sports as a part of their HR training 
modules. They use it to test and train their employees” 
Michael Mitra, Managing Director, Step Consulting 


Many young people are turning their backs on _____ 


158 BUSINESS TODAY SEPTEMBER 10 2006 


St Stephen’s College, Delhi, alumnus 
is today the owner of the 
Rs 6-crore Mercury Himalayan 
Exploration, which specialises in 
offering adventure tours all over 
the Himalayas. 

Kumar is not alone. Many young 
people—mostly adrenaline junkies 
with lots of smarts and good com- 
munications skills—are turning their 
backs on traditional careers and tak- 
ing to adventure sports. It’s still a 
niche career option, but drawing a 
broad spectrum of recruits—college 
grads, qualified mountaineering pro- 
fessionals, ex-servicemen and even 
MBAs. “Most companies today 





Job Categories 


e Camping ` 
e Trekking 
e Hiking 


WATER SPORTS 

e Scuba-diving 
e Snorkelling 

e Water skiing 


PADDLING 

e White water rafting 
e Kayaking : 
e Canoeing 


MOUNTAIN SPORTS 
e Rock climbing 
e Snow climbing 
e Mountaineering 


AEROSPORTS 

e Paragliding 
e Parasailing 
e Hang-gliding 


SNOW SPORTS 

e Skiing 

e Sledging 

e Snow walking 


EXTREMES 


. е Bungee jumping 


„А * Skydiving 





* Cliff jumping 


OFFBEATS 
e Biking 


: e Bird watching 


e Astronomy 


JUNGLE SAFARIS 

e Elephant rides 
e Jeep safaris 

e Camp outs 





include adventure sports as a part of 
their human resource (HR) training 
modules. They use it to test and 
train their employees on tackling 
crises, building teams, coordinating 
between different teams, overcoming 
internal conflicts and achieving 
goals,” says XLRI alum Michael Mitra, 
Managing Director of the Rs 1.7- 
crore Step Consulting, which designs 
adventure modules for top compa- 
nies and puts their executives 
through their paces. Mitra has 
designed and conducted adventure 
sports modules for leading companies 
like Microsoft India, SAP, Dr Reddy’s 
Laboratories and American Express, 
among others, Even senior manage- 
ment personnel sometimes partici- 
pate in these modules. For example, 
Maruti Udyog Managing Director 
Jagdish Khattar recently went 
rappelling and river rafting with his 
senior team as part of a team build- 





“The requirements of this industry are pretty exacting, but there are few 
schools or training facilities which can produce the right kind of people” 
ing-target achieving-planning Akshay Kumar, Owner, Mercury Himalayan Exploration 


The Opportunities ( 
ee se маю: Dr eet RM MIN кране аме 
in operations and in support services, ` 


annum; аж with up to three to five years experience: Rs 8-12 


Operations 
. This is the core function and the most exciting part of the job and inv- 
olves everything from camp management, to technical expertise in 
white water rafting, skiing, trekking, hang-gliding, parasailing, 
climbing and the like. 


PRE-REQUISITES: Recruiters prefer qualified adventure professionals, 
The problem is that there are few such people available in India. The 
most sought-after recruits are ex-servicemen and graduates from 
the Nehru Institute of Mountaineering (NIM), Uttarkashi, Himalayan 
Mountaineering Institute, Darjeeling, Directorate of Mountaineering 
· & Allied Sports, Simla, National Institute of Water Sports, Goa, 
Garhwal Mandal Vikas Nigam, Uttaranchal, and the Indian Institute 
of Skiing & Moutaineering, Gulmarg and Auli. The Sports Authority 
of India also conducts a variety of courses and training programmes 
for a range of adventure activities. 


REMUNERATION: For trainees and at entry levels: Rs 1-3 lakh per 


_traditional careers and taking to adventure sports 


lakh per annum; professionals with greater experience prefer to tum 
entrepreneurs in this space or work as freelance consultants or fac- 
ilitators as they are called in the trade. Facilitators design adventure 
sports modules to simulate corporate challenges which are then sold 
as a package to one or more corporate clients. Facilitators, typically, 
charge Rs 10,000-40,000 per day of work and can earn anything bet- 
ween Rs 15 lakh and Rs 60 lakh per annum. 


Support Services 

TOUR EXECUTIVES AND SALES PROFESSIONALS: Tour and sales pro- 
fessionals act as first point of contact with the customer. They mar- 
ket various packages designed by the operations teams, schedule 
both generic and customised programmes and, most importantly, 
manage the logistics involved in consultation with the field teams. 


REMUNERATION: Rs 1-3 lakh per annum at entry and junior levels; Rs 
3-6 lakh per annum at supervisory levels. 
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exercise module. 

This corporate back- 
ing has made this hith- 
erto neglected segment of 
the Rs 25,800 crore travel 
and tourism industry in 
the country attractive to 
potential recruits. For 
one, it lacks the hierar- 
chies of traditional indus- 
tries; the money can range 
from good to great (a 
good 30-year-old trainer 
can easily earn in excess 
of Rs 30 lakh per an- 
num); then, it allows one 
to live out one's sense of 
adventure; and best of all, 
it operates only eight 
months a year (there's lit- 
tle activity during the 
four-month long mon- 
soon season); so it allows 
players time to chill out. 
Not surprisingly, one sees 
only young people here. 

"There is a high dem- 
and for skilled profession- 
als, but there aren't enough 
such people in the pipe- 
line," says Kumar, adding: 
"The requirements of this 
new industry are pretty exacting, 
but there are few schools or training 
facilities which can produce the 
right kind of people." 

“I don't really rely on trained 
kids or training institutes," says 
Swaraj Roy, Proprietor of the 
Rs 60-lakh Adventure Zone, who is 
an ex-Major in the Army. He rec- 
ruits youngsters who are physically 
fit and possess good communication 
skills and trains them himself in 
parasailing, rappelling, rock climb- 
ing, camping and scuba-diving near 
Mahabalipuram. 

Roy, a former instructor at the 
Commando Training School at 
Belgaum, says he recruits young 
trainees with no experience at about 
Rs 6,000-7,000 per month. 
Depending on how they progress, 
this can rise to Rs 30,000 per 
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“They (the facilitators) are in great demand but 
there are only a few good men in the country” 
Major (Retd) Swaraj Roy, Proprietor, Adventure Zone 


month in a few years. 


Specialisation 
Incidentally, plain vanilla adven- 
ture sports training is the bread and 
butter of the industry; but the real 
moolah lies in devising corporate 
training capsules which marry the 
principles of management with the 
practical experience of adventure 
sports. This is the high-end of the 
industry and instructors need a 
sound knowledge of management 
theory, practical experience of run- 
ning an adventure sports camp and 
experience of dealing with senior 
corporate executives. “This is usually 
handled by another category of pro- 
fessionals—the facilitators—who 
can earn up to Rs 40,000 per day," 
says Roy (see The Opportunities). 
Facilitators are usually young 


qualified professionals with 
excellent communications 
skills who devise training 
modules for corporates 
based on their particular 
requirements. Most facili- 
tators work as consultants 
and charge the earth for 
their services. *They are in 
great demand but there are 
only a few good men in 
the country," adds Roy. 

But not everyone wants 
to walk alone. *I prefer to 
be part of an organisation," 
says Ajay Kandhari, Senior 
Executive, Step Consulting, 
who graduated from the 
Institute of Tourism and 
Travel Management, 
Gwalior, and then learnt 
river rafting, rock climb- 
ing and mountaineering on 
the job. *Many young peo- 
ple even go abroad for pro- 
fessional training in aero 
sports and ‘extremes’ like 
bungee jumping, skydiving 
and cliff jumping (jump- 
ing from a 30-40 feet high 
cliff into a water body). Of 
course, the financial rew- 
ards for such trained pros are 
great," he adds. 

Many adventure sports profes- 
sionals turn entrepreneurs after 
four-to-five years on the job. This, in 
fact, is the logical progression from 
being a facilitator. And it doesn't 
cost a lot to do so. All one needs is 
a reputation for delivering (which 
anyone with more than five years 
experience should have) and a cou- 
ple of lakhs of rupees to start an 
adventure sports firm. 

“It’s an emerging field and the 
returns are amazing for daring and 
skilled personnel," says Mitra. “We 
have a turnover target of Rs 3.5 
crore this year," he adds. That's a 
projected growth of more than 100 
per cent. And that, in turn, means a 
greater demand for adventure 
sports professionals. 





Mistress Of Spices 


Women chefs are increasingly making their 
mark at star hotels. 


in the food and beverages (F&B) service area,” 
says Pradeep Kalra, Vice-President (Sales) at the 
39-property Jaypee Hotels. This scarcity is accentuated 
as star chefs “move to privately-run luxury restaurants on 
a profit-sharing basis,” says Aditya Mishra, General 
Manager, Ma Foi, a Chennai-based HR Consultancy. 
Result: another male bastion, the hotel kitchen, has 
fallen. Women chefs, conspicuous by their absence in star 
hotels and high-end restaurants till a few years ago, 
can now be seen at almost every hotel. “There are no bor- 
ing routines and no appearances to maintain. And you get 
the opportunity to create something that makes you 
happy,” says Nita Nagaraj, Corporate Chef at Jaypee 
Hotels. “It’s a hard grind, since freshers start off at the 
bottom of the ladder, cutting vegetables and manning a 
grill,” says Kalra. But the financial and professional 
rewards make the effort worthwhile. 
RAHUL SACHITANAND 


Т HERE IS AN ACUTE PAUCITY OF TRAINED MANPOWER 


The Bigger Picture 


с recruiting, Star hotels and luxury restaurant chains 


The paucity of manpower (pun not intended) in the 
hospitality industry is most acute in the food and 










Freshers get Rs 8,000-12,000 per month; senior chefs at 
_ five-star hotels can earn lakhs and star chefs even get a 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Analog Devices India Pvt, Project 
Leader, Bangalore, 8 - 12 Years, 
‚2293683 

The candidate will be responsible for building 
a mixed signal product team in ADI’s design 
center in Bangalore. Responsibilities include 
defining and designing state-of-the-art mixed 
signal ASICs for MEMS applications using 
CMOS processes. 


Cyborg Technologies, Intl. Corporate 
Controller - Finance, Noida, 

8-13 Years, 2220418 

Candidate will be responsible for managing 
the day to day financial and legal operations of 
all India offices and their subsidiaries, Must 
prepare and submit the monthly/quarterly 
and year-end financial reports - balance sheet, 
income statement, cash flow and all other 
corporate consolidating reports. 


Desiccand Rotors International Pvt 
Ltd, Branch Manager, Baroda & 
Guwahati, 10 - 12 Years, 1936557 

The candidate will be responsible for business 
‘development, sales,’ marketing and team 
building. Should be able to provide techno - 
commercial solution to customers/ clients. 


Deloitte, Quality AVP, Hyderabad, 

-10 - 15 Years, 2333267 

Will provide assessment of engagement risks 
based on audits, highlight risks in the business 
delivery model for projects and practices. 
Candidate must have strong exposure to 
CMM/CMMiA and SDLC methodologies. 
Drishtee Foundations, Chief Stratedy 
and Monitoring, Noida, 10 - 15 Years, 
2341894 

Will be involved in monitoring of facility, 
finance, HR, technical develop strategic goals 
and monitor overall execution performance 
of each department, introducing new & 
innovative practices in the organization. 
Eaton Industries Pvt Ltd., Plant 
Controller, Pune, 8 - 10 Years, 2330070 
Will be responsible for setting up the financial 
systems and tools for effective monitoring and 
analysis of the business. The individual will 
also be responsible for analyzing and 
monitoring the financíal impact of business 
decisions including project finance, product 
pricing, capital investment and manufacturing 
costs. 


Elixir Web Solutions, VP Operations : 
Payments Process, Hyderabad, 

15-23 Years, 2339441 

To assume overall responsibility for process 
management and maintenance of a high level 
of internal control to minimize operational 
risks and maximize process security. 


GTL Limited, RF Engineer, Delhi & 
Mumbai, 6 - 12 Years, 2231053 

The required candidate has to be excellent in 
RF planning and optimization activities with 
experience on Motorola / Nokia equipment. 
Should have good experience on the RF tools 
and should be a good planner and optimizer. 


Honeywell Automation India Ltd., 
Project Manager - People Soft, 
Bangalore, 10 - 20 Years, 2204701 

The ideal candidate must be experienced with 
the specification, development and testing of 
enhancements and should have atleast two 
prior PeopleSoft HR implementation 
experience. PeopleSoft HR business process 
configuration knowledge would be a plus, 
IPsoft India Pvt. Ltd., Oracle DBA 
Manager, Bangalore, 7 - 15 Years, 
70773 

The person should have experience in 
monitoring and maintaining production 
OLTP. Must also have experience in using 
Oracle partitioning, DBA studio etc. Good 
knowledge in Shell/Perl scripting will be a 
plus. 

Newgen Software Technologies Ltd., 
RegionalSales Manager, Bangalore & 
Mumbai, 8 - 12 Years, 2141659 

The incumbent will be responsible for 
managing the entire gamut of sales operations 
of the region and will lead a team of sales 
professionals thereby achieving the sales 
target. He will also be responsible for 
developing regional sales plan, formulate 
marketing strategy for the region. 

Oracle India Pvt. Ltd., Technical 
Manager/Development Manager, 
Bangalore, 9 - 15 Years, 2175773 

"The person should have experience with web- 
based applications development, including 
GUI development and very good 
understanding of service oriented 
architecture (SOA) and application server 
framework. 


Pharmed, Project Enginee: 
Bangalore & Hosur, 7 - 15 Year: 
2143154 . 

The ideal person should have soun 
knowledge of equipment specification 
making technical evaluation, inspectio: 
installation and commissioning an 
performance validation. 


SQL Star International, Tes 
Manager, Bangalore, 7 - 12 Year 
2009894 

Responsibilities include handling a team. с 
test engineers & interacting with client. Mu 
have experience in software testing, wit 
excellent team management skills an 
automation experience. 


SDG Software India Pvt Ltd, Seni 
Manager Finance & Account, Noida, 
7-15 Years, 2300284 

The desired person must have wor 
experience in finance, accounts, taxatior 
budgeting & audit. Candidate having r 
background will be preferred. 


Suzlon Energy Ltd., DGM V AGM 
Engineering, Coimbatore, 

15-25 Years, 2234649 

Responsible for implementation of project a 
per schedule, deciding strategies for projec 
implementation within required parameter: 
detailed design and working drawing: 
formation of site specific equipmen 
inspection, quality control, installation 
testinp, commissioning procedures etc. 
Texmo Industries, Account 
Managet, Coimbatore, 7 - 15 Yea 
2298592 

The candidate will be in-charge of all financia 
accounting operations including finalizatio: 
of books of accounts, costing, taxation аги 
audit through the online ERP system. 

Tata Ryerson Ltd, Deputy Manager 
Sales, Jamshedpur, 7 - 10 Years 
2310769 

Will establish sales Месие Ьу MAT T 
and developing annual sales quotás fo 
territories; projecting expected sales volum: 
and profit for existing and new products 
Maintain sales volume, product mix an 
selling price by keeping current with suppl: 
and demand, economic indicators. 


To know how to apply for these jobs, go to sales and marketing jobs listing page. 


Caught in the wrong job? Log on to monster.com 








monster.com 














Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 





hese jobs, go to sales an 


Our sharp search engine 


finds you the right job. Always e ds oa 











arkets, compile 
iness plans for 
5 tO target potential 
aps in the market and 
ce in online marketing will 
vantage, | ; 




















Executive / Manager - 
3 less . Development, Delhi & 
м mbai,2- ‚5 Years, 2335304 
Responsible for selling CMW's 
market news and data products as well as web 
products and content. Will identify target 
segments for CMW products formulate 
Strategy and do the execution, 
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Delhi, 4- 6Years, 2171001 
The person should have good expen 
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selling high performance зе 





IBM/HP/SUN/Sgi etc. Should have а роо, 
technical knowledge of high performance 
computing, applications, trendsetc. 


Indiana Gratings Pvt Ltd, Marketing 
Engines, Chena 1-4 Years, 
2289063 - 
The job involves marketing of ا‎ 
products i in southern region. Candidate will 
have to interact with consultants, contractors, 
clients and submit offers, have technical 
/ commercial discussions and close orders. 





ICICI Prudential Life Insurance 
Company Ltd., Sales Executive, 
Mumbai, 0 - -2 Years, 2340420 _ 

The candidate will be involved in selling of 
insurance products through bank partners to 
individuals and group employees. Must have 
experience indirect sales, channel sales, etc, 


McAfee Software India Pyt Loi, 
Major Account Manager, Delhi & 
Mumbai, 5-9 Years, 2336811 _ es 
Responsible for professionally representing. 
McAfee and selling its products and services 
in an assigned territory with limited 
supervision. Will be involved in implementing 
sales strategy, meeting sales targets. me 
ensuring customer satisfaction. 


Quantum Pages Technologies Pvt 
Ltd, Business Development Manager 
-Manager Sales, Ва, : 

1- 3 Years, 2328724 : 

The candidate will be involved i in managing 
whole sales team including monitoring and 
reviewing performance and. activity, providing 
assistance to sales executive in completing 
sales and will. слу: out market s segments n 
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Marketing Specialis 
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HOW TO APPLY FOR THESE JOBS 


1. Logon to www.monster.com 

2. Type the job ID in the "Search Jobs' 
box on the home page 

3. Click the "Go" button 
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Responsible for the establishment of Investment Strategies and Policies for the company 
and the management of the Investment Portfolio to generate returns as- per Global 
benchmarks within Nee risk t guidelines: : 





Responsible for Global Technology Operations. Essential - Experience in Temenos T24 / 
Globus Financial Application system. 





Responsible for identifying, defining and quantifying risk, and putting in place risk 
eae strategies. Also responsible for ensuring adherence to risk limits. 





To drive longterm profitability, accelerated growth and ensure the highest standards of 
corporate governance. 





Measure and report risk in CMMB's Investment Portfolio. Monitor and analyze changes in 
global and regional capital markets so as to support CMMB's various lines of business. 





Review and grow Funds Under Management in the international currencies by offering 
short-term investments to clients against international bonds. 


EXCELLERS 


The Staffing & Consulting People 


Deepu Antony, Global Consultant 
+91 44 4212 1315 / +91 98403 42429 antony@excellers.com _ 





GLOBAL BROKERAGE LEADER 


( www.mycmmb.com ) 
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With ministers, bureaucrats and jo 
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urnalists on board, MV Durga reaches Baghbazar 





In which RITWIK MUKHERJEE participates in an effort by the West Bengal 
government to restore a 186-year-old canal for commercial purposes. 


AUGUST 8, 2006, 3.30 РМ. 
Chitpur Lock Gate, Kolkata 


E" V DURGA AND MV NIHARIKA HAVE BEEN 
specially decorated for the occasion. 
Each can accommodate 40 people, 

B and over the next hour, the two tog- 

-ether will play host to a group of 70 
ministers, bureaucrats, and journalists, together clubbed 
under the vip-tag (Very Important Person) popular in 
the country. There are Bengal’s famed sweetmeats, 
cakes and pastries in varied hues, and non-alcoholic bev- 
erages. The occasion itself is the first act of what is often 
called West Bengal Chief Minister Buddhadeb 

Bhattacharjee’s Venice Dream, a project that seeks to use 

the 43-km long canal between Chitpur, adjoining the 

Cossipore terminal on the eastern bank of the Hoogly, 

and Kultigang where the water body meets the 

Bidyadhari. The canal passes through Baghbazar, 


Shyambazar, vip Road, Salt Lake, the new township at 
Rajarhat, and the trading post at Bhangore. The distance 
between Chitpur to the beginning of the Raimangal, the 
point of entry into Bangladesh’s river system, is a 
mere 90-km, through the canal and the Bidyadhari; the 
current route is around 275-km, down the Hoogly, and 
past the mangrove forests of the Sunderbans. 
Bhattacharjee is aware of this fact, and the com 

mercial benefits of knocking 185-km off a popular 
route. He also has ambitious plans of beautifying both 
banks of the canals: children’s parks, flower gardens, 
cafes, he has thought of them all. Thirty minutes into 
a largely uneventful journey on the placid waters of the 
canal, we come across a model garden at Ultadanga. 
This, we are told, is how, the entire stretch will look. 
Ultadanga also marks the end of our journey; we are to 
turn back here for Chitpur Lock; it will take a while for 
the second stage of the canal, between Ultadanga and 
Kultigang to be ready for traffic. 
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bt reporter’s diary 


MV Durga gets stuck in the mud at Ultadanga. MV Niharika meets with the same fate. (Right) The 
locals on either side of the canal enjoy every bit of the drama 





It seems somehow apt that the two cities that 
were once the capital of British India, Chennai (for- 
merly Madras) and Kolkata (Calcutta) boast waterways 
that were once popular means of inland transportation. 
The UK itself is renowned for its system of canals that 
traverse almost the entire country and which it has used 
to good effect to attract tourists. Since independence, 
however, the inland waterways in the two cities have 
suffered. Chennai’s Buckingham Canal, once a water 
body that was more than 400 km long and extended 
from Chennai to Marakkanam, near Pondicherry on 
the South and Pedaganjam in Andhra Pradesh to the 
North, was built by the British to ship goods in and out 
of Chennai but has since fallen into disrepair (it hasn't 
been used for transport purposes since the early 
1970s). There has been talk of reviving the canal and 
using it for commercial purposes, just as there has been 
talk of developing the two banks into entertainment 
zones replete with food courts, amusement parks, 
gardens, and children's parks. 

Kolkata's canal network, too, hasn't been used 
since the early 1970s. Until then, it was used to ferry 
passengers and cargo from Kolkata to Dibrugarh 
through what was then East Pakistan. There was even 
a regular biweekly steamer service. Raw jute and fresh 
produce was shipped into Kolkata from adjoining 
areas, and build materials shipped out. Since then, 
however, encroachments on the urban stretches of 
the banks, pollution, and lack of maintenance have com- 
bined to render the network unusable. 

The dream of restoring the canals and using them 
for transportation has never really gone away in the two 
cities. Neither boasts a road network that can be com- 
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pared to Delhi's, even after factoring in their smaller 
size; and neither has a railway network as extensive as 
Mumbar's. Then, there's the promise of parks, gardens, 
and play areas, all very alluring. Bhattacharjee's Venice 
Obsession is entirely understandable. 

At Ultadanga, the launches turn back and 
Bhattacharjee's plans run aground (at least temporarily). 
му Durga, ferrying ministers and bureaucrats (includ- 
ing Housing Minister and Housing and Infrastructure 
Development Corporation Chairman Goutam Deb, 
Irrigation Minister Subhash Naskar, Chief Secretary 
Amit Kiran Deb, and Transport Secretary Sumantra 
Chowdhury) gets stuck in the mud while turning back. 
Soon, Mv Niharika meets with the same fate. The finger- 
pointing starts. “We are stuck because of the low 
depth of the canal." *The excavation work has not been 
carried our properly." *The irrigation department is res- 
ponsible for desilting." The ministers and the bureau- 
crats have to bear the indignity of jumping off the 
ferries. HIDCO execs explain that while the required 
depth to run a ferry is eight feet, the canal is only 
two feet deep in some places. Further desilting, they 
add, is required to keep the project (promoted jointly 
by HIDCO, the Irrigation Department, the Transport 
Department and Kolkata Municipal Corporation), 
well, afloat. “We will eventually operate passenger, 
cargo, and leisure vessels from Chitpur to Kulti via Salt 
Lake and Rajarhat,” stresses one functionary of the state 
government before leaving the spot in a bit of a huff. A 
flak-catcher calls up later to claim that the whole 
exercise was a “trial run" to ascertain the “problems and 
difficulties". And so, India progresses towards upgrading 
the transport infrastructure of its cities. Ii 
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“Orderly Disorder” 


A fresh attempt to provide a framework for managing in a 
complex, inter-connected world. R. SRIDHARAN 


COMPLEX ISSUES NY MANAGER WHO HAS EVER TRIED 
MANAGEMENT: B = anything globally will readily 
STRATEGIES AND TACTICS agree that the world markets today are 

: much more complex than what they were 
By Ranjan Das 1 earlier. We also know the reasons behind 
with Kajari Mukherjee it: Thanks to globalisation, countries and 
Tata McGraw-Hill markets are deeply integrated; thanks to the 
Pp: 397 internet and satellite television, consumer 
Price: Rs 450 


behaviours and aspirations are changing in 
unpredictable ways; domestic political issues 
tend to snowball into global issues; and reg- 
ulations are getting far more complicated. The 
field of management education has a name 
for this emerging phenomenon: It’s called a 
complex system. And Ranjan Das, Professor 
of Strategic and International Management at 
пм Calcutta, argues that complexity is here to 
stay. So what managers need to do is to 
learn how to approach complex issues in 
order to make sound decisions. 

But first, what are the characteristics of 
a complex system? Typically, a complex 
system has many moving parts, each with a 
mind of its own. What makes the system so 
unpredictable is the fact that these “inter- 
actions can move the system towards sta- 
bilisation and orderliness, as well as push (it) 
towards disequilibrium, where there is a 
danger of the system degenerating into 
chaos”, say the authors. That is, complex systems are one where order 
and chaos are forever in uneasy balance, and it is far easy for the system 
to tip over into chaos than to maintain its balance. To be able to manage 
a complex system, Das and Mukherjee argue, the manager must have a 
mindset that “encourages new ideas, is comfortable with improvisations, 
can take leaps of faith even with incomplete information...”. 

The authors illustrate the theory with a case study on Delhi’s switchover 
from diesel to CNG for buses. The problems of doing so are seen through 
the eyes of Indraprastha Gas Ltd, a company set up by GAIL, BPCL and the 
Delhi government to supply clean fuel CNG in the city. Arguably, there are 
far more complex issues that the authors could have taken up, but *given 
the uniqueness of the research topic and also that complexity theory is still 
a growing field, the authors felt it necessary to use a single case, since the 
objective is to do ‘theory building". The authors’ effort is laudable. 
Usually, Indian writers on management resort to well-known interna- 
tional case studies to buttress their theories. However, Das and Mukherjee 
have not just chosen to take on a budding field of complexity theory, but 
research a uniquely Indian case in the context. No doubt, more such work 
will add tremendously to sparse management literature on local issues. 8 
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By Subhash Khare 
Tata McGraw-Hill 
Pp: 194 

Price: Rs 395 


ERHAPS ONE SHOULD STOP 

complaining about a lack of 
published management research 
in India. Khare's Optimizing the 
Organization is based on Wipro's 
own struggle at striking a balance 
targets. Therefore, as Chairman 
Azim Premji points out in his fore- 
word to the book, “the ‘mezzanine’ 
or 1,000 feet view that his book 
takes will be even more helpful 
than a look at this battle from the 
cockpit of a plane at 30,000 feet”. 
The book is structured very sim- 
ply, with Khare, Head of Staffing 
and Central Productivity at the IT 
giant, beginning with an explanation 
of optimisation, followed by more 
detailed how-to's on improving 
efficiency and productivity. As is 
evident, Khare takes a "process- 
view” of the organisation. Therefore, 
companies that are caught in a 
struggle to optimise their resources 
will find Khare’s book useful. The 
author doesn't pretend to offer yet 
another methodology for optimisa- 
tion, but only outlines some key 
approaches based on his own 
experiences at Wipro. 

That also means the book is 
relevant for all types of organisa- 
tions, and not just IT companies. 
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Homes 


Can Be Smart, Too 


Technology now allows you to set the ambience of your house according 
to your moods. You can switch on the AC from your office, open doors 
for your guest from the road and draw the curtains from your car. But, 
mind you, these will cost you a packet. SHIVANI LATH 


HE WARDROBE LOOKS LIKE ANY OTHER, BUT FIRST 
| impressions can be quite deceptive. Its dark 
wooden doors open up to reveal a small 8”x 8” 
Philips touch screen inside. Select the shirt you want to 
wear, and the screen throws up a list of trousers that will 
match. Once you decide on the trouser, the gadget will 
show pictures of the shoes that will go with your 
clothes. And best of all, once you’re done with the 
selection, motorised hangers and racks will place these 
three items in front of you. There’s more (and this is 
especially useful for ladies)—there’s a mirror on the 
inside of the wardrobe door. When you select a dress, 
this mirror will immediately display a life-size image of 
how you will look in it. 

And no! This is not a concept note for a Bollywood- 
meets-Bond movie. In fact, it’s not even in the realm of 
fantasy anymore. Smart wardrobes 
or other assorted gadgetry that 
go into the making of what peo- 
ple call smart homes can be 
found in Monica Pursnani’s flat 
in Khar, Mumbai, in Sanjay 
Sanghvi’s home on Napeansea 
Road, Mumbai, in the under- 
construction 160-apartment 
Gardenia e-homes project by 
Designare Constructions in 
Ghaziabad, in Best Constructions’ 
300-villa project in Whitefield, 
Bangalore and in several standalone 
homes across the country. 

Pursnani, a housewife, has had 
smart door locks and lighting sys- 
tem installed, and is looking to in- 
stall other creative solutions in fu- 
ture. “It’s great to be able to set | 





an ambience at the press of a button. Besides, the 
door lock facility is configured to my cell phone, so I get 
an MMS clip of anyone who rings the bell when I’m not 
at home. It’s a great safety device in a city where there 
is so much crime; and you don’t have to worry about 
duplicate keys,” she says. The smart door lock, which 
costs Rs 25,000, has a camera, a fingerprint recogniser 
and a regular bell. When someone rings the bell, his 
photo is immediately captured. If an authorised person 
places his finger on the gadget, it recognises his fin- 
gerprint and opens the door. The person is greeted with 
the music, lighting and the ambience he likes. 

“The technology allows you to live out almost all 
your fantasies. The only limitation is your own imag- 


Master key: All the gadgets in your house, including the 
music players, the lights and the air-conditioners can be 
controlled by one of these touch screens 
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Security system Rs 4.50 lakh 
Mirror TV Rs 0.75 lakh 
Vault Rs 0.75 lakh 


Projection glass Rs 1.5-10 lakh 
Smart Wardrobe Rs 7.5 lakh 
Electromechanics* Rs 10-50,000 


*Includes motorised curtains, lighting, etc 






SOUMIK KAR 


A bagful of tricks: Veetrag Bafna demonstrates how the electronic door lock, security system and 


ambience setter developed by his company functions 


ination,” says Veetrag Bafna, Chairman and Managing 
Director, Zeos Infotech, a Mumbai-based company 
which develops wireless software solutions and inte- 
grates them with regular appliances that can then be 
controlled by a palmtop pc, desktop computer or even 
a cell phone. His bag of tricks contains a remote con- 
trolled lighting system that turns on moments before 
you reach home, a modern surveillance system that cap- 
tures images of everyone who stands at your door, elec- 
tronic controls for your curtains, microwave oven and 
geysers (allowing you to operate them from outside the 
home), a mirror that doubles up as a television in the 
washroom and show windows that have their own 
3-D themes. And most convenient of them all is a 
wall-mounted touch screen that can be customised to 
lock the house the moment you leave. Click. 

Equally convenient is the “guest” mode in the uni- 
versal remote. This allows you to open the main door, 
switch on the lights and the Ac and turn on the music 
at the click of one button. Says a diamond merchant 
who has this gizmo at his home in Juhu, Mumbai: “I 
can customise the settings such that the ‘guest’ mode 
comes on just a couple of moments before my guests 
arrive. So the house is air-conditioned, the lighting is just 
right, and soft music begins to play.” 

Sanjay Sanghvi, a partner in Sanghvi Exports, is 
fitting his new apartment on Mumbai’s posh 
Napeansea Road with a smart lighting system, 
electromechanical curtains and ‘vault’—an elec- 


tronic storage device that resembles a small urs and 
stores up to 300 movies, 3,000 personal photos 
and 3,000 songs—which can be played from or in 
any room in the house. “I’m fascinated by technol- 
ogy," he says. With the touch screen, he will be 
able to control all the lighting in his house, the Tv, 
the music, the curtains, and even set ambience—such 
as ‘evening’ or ‘afternoon’. This last is done with the 
help of virtual windows that set sceneries according 
to your taste—a snow-covered expanse, a bright 
sunny day, or whatever else you want. 

"Typically, middle aged people opt to go in for these 
systems," says Bafna. But isn't erratic power supply— 
as in Delhi—a major spoiler? “It is," admits Bafna, and 
clarifies that, “while the other gadgets will not function 
during a power cut, the main door and surveillance 
system will because we provide a ups for these.” 

And given the spread of technology, these devices 
are no longer akin to rocket science to most people. 
Says Sanjeev Gupta, Regional Sales Director, Asia 
Pacific, Linksys, a division of Cisco, which also 
markets such smart gadgets: “If you have a wireless 
router at home, you can go to a store and buy an 
internet protocol (IP) surveillance camera, set up a 
user name and password and begin using the 
device.” That can be the first step to “smartening” 
up your home. The next and subsequent steps de- 
pend on your fancy, aptitude and purse. But smart 
homes have arrived in India. 
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RITESH SHARMA 





10 Essentials For Gymming 


HOULD YOU WARM UP BEFORE LIFTING WEIGHTS? IS CARDIO MORE EFFECTIVE 
before, or after a weight session? Can crunches give you a trimmer 
waist? Gym-goers, especially beginners, flood my inbox with questions 
such as these. So this instalment of Treadmill will attempt to list some 
essentials aimed at helping you work out sensibly. 
Pre-workout warm-ups. Warming up helps circulate blood to your muscles and 
thus prevents injuries or pain during the actual workout. A good pre-workout 
warm-up is 5-10 minutes of light intensity cardio like jogging or cycling. 
Be hydrated. Seventy-five per cent of your body is composed of water and as 
you perspire during workouts you lose water. Not only does drinking water 
during workouts replenish this loss but it also enhances your performance. 
Eat something. If you’re lifting moderate to heavy in the gym, make sure 
you don’t exercise on an empty stomach, Grab an energy bar or even 
a banana or other carbohydrate-rich snack to give you a burst of energy 
to make your workout worthwhile. 
Watch your form. Bad posture during workouts 
can lead to serious injuries so it’s essential to get 
a spotter (someone who supervises your form) 
especially if you are a beginner. 
Crunch safely. It’s common to see people 
craning their necks forward while doing ab- 
dominal crunches. To be effective, crunches 
must exert the mid-section of your body and 
not your neck. Craning your neck forward 
during crunches could result in injuries to 
the cervical part of the spine. 
Ignore Tarzan. Don’t worry about how 
much the hulk next to you is lifting. If he’s 
bench-pressing 200 lbs it doesn’t mean you 
have to show off and try to lift the same. 
Always lift what you can and not what you 
think will impress others. 
Get the right angle. If you like doing your 
cardio on the treadmill, remember to set it at an incline of 1.5 to 2.0. 
That gradient is what simulates natural road or turf surface. Level 0 is 
akin to running downhill. 
Don't trust the trainer. Well, not completely. There are few well-qualified 
trainers at most Indian gyms. So it's better to read up a bit before you work 
out. Fortunately, a wide range of books on working out or weight training 
is available in Indian bookshops, plus there are quality websites. 
Avoid overtraining. A common mistake that many beginners commit is to over- 
train or exert more than what is necessarily beneficial. Remember that mus- 
cles need rest to recuperate and grow stronger after each exercise session. Don’t 
train the same group of muscles without an interval of at least 48 hours. 
Surprise your muscles. If you do the same set of exercises over and over again, 
your body will get used to the routine and your muscles will adapt themselves 
to it like a chore. Change your schedule every 6-8 weeks to see better results. 
MUSCLES MANI 
write to musclesmani@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 


Drink: it's good for your 
muscles 
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COPING WITH 
HEADACHES 


EADACHES ARE AMONG THE MOST 
H common medical com- 
plaints, but are actually quite 
easily kept at bay. 


What Is It: Any pain that occurs 
in one or more areas of the head, 
face, mouth, or neck can be cat- 
egorised as a headache. Primary 
headaches—arising from tension 
or migraine—account for about 
90 per cent of all headaches. 


Symptoms: Says Dr S.K. 
Choudhary, Neurology Consultant, 
Batra Hospital, New Delhi: “Pain 
is often felt in the generalised 
area or one side of the head and 
neck. In migraine, pain may be 
dull or severe and often begins in 
the morning and intensifies grad- 
ually. Headaches make a person 
sensitive to loud noises and light 
and can be accompanied by nau- 
sea, vomiting, vertigo-like feeling 
and visual disturbances. 


Causes: These fall into two gen- 
eral categories: 


Tension headaches: It is the 
most common form of headache. 
"The possible causes of tension 
headaches are stress, fatigue, 
poor posture, eye strain and 
tobacco and alcohol use," says Dr 
Choudhary. 


Migraine headaches: This 
occurs when blood vessels of 
the head and neck constrict, re- 
sulting in lower blood flows. It is 
known to affect women more 
than men and is often chronic. 
Family history of migraine is also 
a possible cause for it. 
Treatment: "Numerous over-the- 
counter painkillers (e.g., aspirin, 
paracetamol and ibuprofen) are 
available to treat and prevent 
headaches. In addition, lifestyle 
changes may be enough to 
resolve some headaches," says 
Dr Choudhary. 


MANU KAUSHIK 
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Social Networking In The Virtual World 


It’s a useful tool, but comes with massive baggage of downsides. KUSHAN MITRA 


RE YOU ORKUTTING?" A 
person asked me some time 
go. “What?” I responded a 


little befuddled. But a couple of 
months down the line, I have been 
‘Orkutting’ and I’m one of hun- 
dreds of thousands of people doing 
that. ‘Orkut’ is an online social net- 
working site owned by Google. 

But what is ‘online social-net- 
working’? 

The answer is a bit funny. 
People have always used the on- 
line medium as a means of staying 
in touch. It was there even during 
Web 1.0. There was a site called 
sixdegrees.com which worked on 
the hypothesis that everybody on 
this planet could be linked to everyone else through six 
people (the concept and the name can be traced back 
to a 1929 short story by Hungarian writer Frigyes 
Karinthy). The site was quite a hit; your contacts 
knew other people, who knew other people, and the site 
basically tried to take advantage of the “it’s a small 
world” phenomenon online. Even though 
sixdegrees.com shut down in 2000, the idea lived on. 
Sites like Orkut, MySpace, FaceBook and other such 
‘social networking’ sites now connect people with 
shared interests or backgrounds. 

Social networking online is not very different from 
social networking in the real world, but the barriers that 
the physical world imposes are non-existent in the 
virtual one. All you need to join Orkut is a Gmail ad- 
dress; in MySpace, not even that. Simply put, anyone can 


DARK CLOUDS OR SILVER LINING? 
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connect with you at any time. While this freedom is great 
for some people, its very nature leads to problems. 
The News Corporation-owned MySpace, which is 
very popular in North America, is currently in the 
news because its flexibility and freedom allowed alleged 
adult sexual predators to target young children who 
used the site. Even though the site has now taken 
safeguards against such instances, the system is still 
reportedly not completely secure. Orkut, which is 
extremely popular in India, is, according to some 
recent news reports, being used for similar purposes. 
Another problem with all such social networking 
sites is that each and every one of them depends on the 
user to be truthful. Unlike a physical club which can 
check your antecedents, online network sites are full 


' of people who make some rather dubious claims. It is 


strange how many people on such sites put their rela- 
tionship status as ‘single’. A simple browse through 
Indian Orkut users will convince you that the concept 
of marriage is dead and buried. Not surprisingly, some 
people actually use such sites to prey on the unwary. 

But do you really want to be in touch with every- 
body? Sometimes there are people you knew once 
upon a time and would rather avoid today, but when 
they make you a ‘friend request’, it's difficult to avoid 
adding them to your list—unless you want to be rude. 

So, unfortunately, despite the obvious bene- 
fits of online social networking, unless something 
is done to remove the minuses, it will remain a 
mixed blessing. 8 
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Shootout 


BT photographers put two of the world’s best 
digital cameras through their paces in Delhi. 


CANON EOS30D 


The Canon EOS 30D delivered very 
good results during the two days that 
| used it. The large 2.5" screen makes 
viewing easy, and its large range of 
ultrasonic lenses ensure sharp images 
even in low light. The auto focus 
system is superb and the CMOS 
sensor gives crisp colour rendition. 
Will suit serious amateurs and 
professionals alike. 

Price: Rs 84,995 (body only) 
Resolution: 8.2 megapixel 
VIVAN MEHRA 

































FUJI FINEPIX S3 PRO 


The Fujifilm FinePix S3Pro has a fast 
autofocus system which ensures sharp 
pictures. There is minimal shutter 
vibration and the short shutter time- 
lag (time taken for the shutter to shut) 
makes it a good camera to capture live 
action with. Its only drawback is its 
low buffer memory. Overall, a good 
camera for the serious amateur. 
Price: Rs 1.47 lakh (body only) 
Resolution: 12.3 megapixel (interpolated) 
SAPTARSHI BISWAS 
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Think tank: IIFT's Swarnim Bharadwaj and Arka The victors: Arjun Siva and Vikram Venkateswaran of 
Bhattacharya score in the debate competition IMT Ghaziabad emerge victors in the quiz contest 


ACUMEN 2006 — NORTH ZONE 


Action Redux 


The North zone round of the fifth Business Today-Aditya Birla Group Acumen, 
held at the IIFT campus, set a thrilling note to the much-awaited return of the mega contest. 


HE BUSINESS TODAY-ADITYA BIRLA GROUP while the teams from IMT Ghaziabad, Business School, 

Acumen is back with a bang. The fifth edi- University of Jammu, International Management 

tion of one of the hottest debate and quiz Institute, Delhi and Delhi School of Economics fielded 

competitions in the country, Acumen 2006 questions in the quiz finals. 

received a huge participation. With the In the debate semi-finals, Soumya Mittal and 
first regional round at ПЕТ, New Delhi, going to the wire 
on a thrilling note on August 4 &5, Acumen 2006 will 
now move to Bangalore, Kolkata and Mumbai to rep- 
resent South, East and West zones respectively. 

The North Zone competition opened with pre- 
liminaries on August 4. There were 40 B-School teams 
each in the quiz and debate rounds. The debating 
teams were divided into four groups of 10 each to dis- 
cuss issues as diverse as Media Fragmentation, PSU 
Divestment, Magic of Foreign Brands on Indian 
Consumers and Work experience a mandatory quali- 
fication for B-Schools. After the daylong rigour, four 
semi-finalists each in debate and quiz rounds stood out. 

On the following day, the teams representing Indian 
Institute of Foreign Trade (ПЕТ), Management 
Development Institute, Faculty of Management Studies, 


University of Delhi and Amity Business School faced ; WM 
each other in the debate semi-finals and finals thereafter, Are you ready? Harsha Bhogle quizzes participants 
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Winning moment: Acumen 2006 host Harsha Bhogle with 
the Van Heusen audience bumper prize winner Deepti Sen 


Priyanka Todi from MDI, Gurgaon, won over Nishika 
Bajaj and Ankush Trakkru from ЕМ5. The topic: 
“Marketing Research is a necessary evil for business de- 
cision makers". The MDI team said market research was 
necessary, but they were against the term ‘evil’, and put 
forth market research as an investment. 

For the second set of semi-finalists, the debate 
topic was, *Leaders aren't born but made". Swarnim 
Bharadwaj and Arka Bhattacharya from home team 
ПЕТ defeated Chhanda Das and Ruchi Sharma from 
Amity Business School, with a forceful. presenta- 
tion in favour of the motion. 

Soon ПЕТ and MDI teams came face to face to fight 
over the topic *Amitabh everywhere: celebrity en- 
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Prized moments: The audience stayed riveted throughout 











Dynamic duo: Alumni quiz prize winners Rohan Khanna 
(extreme left) and Shubhendu Saha (extreme right) with 
Dev Bhattacharya, Pavan Varshnei and Harsha Bhogle 


dorsements don't work". The ПЕТ team, which said 
celebrity endorsements drive the aspirations of tar 
get consumers, emerged as winners of Acumen 2006 
North Zone Debate finals. 

The four teams in the quiz finals fought it out 
hard to survive seven rounds of rigorous questioning. 
)y the end of it, IMT Ghaziabad emerged as winners 
of the quiz finals. The B-School Alumni quiz saw par 
ticipation from eight of the old students of some pr« 
mier B-Schools. The four teams comprised Rohan 
Khanna from rMs, Delhi, (currently working with 
Accenture) and Shubhendu Saha from School of 
Management, Allahabad (currently with DTZ); Sanjay 
Verma from MDI, Gurgaon (Cushman & Wakefield) 
and Anirvan Bhadra from Symbiosis Institute of 
Management (ICICI Bank); Sujit Varkey from Xavier 
Institute of Social Service (NTPC) and Rakesh Taklikar 
from FMS, Delhi (Air India); and Akshay Bhagotra 
from Amity (Asia Pacific) and Manvendra Pal Singh 
Khati from Narsee Monjee Institute of Management 
Studies (Reliance). While Sujit and Rakesh gave a 
close fight, Rohan and Shubhendu took huge lead to 
emerge clear winners. 

The winners received prizes from Pavan 
Varshnei, Publishing Director, Business Today, Dew 
Bhattacharya, Senior President, Corporate Strategy 
and Business Development, Aditya Birla 
Management Corporation Limited and Harsha 
Bhogle, host, Acumen 2006. The prizes were spon- 
sored by Van Heusen, Lenovo and Philips. The 
event's media partner was CNN IBN and the online 
media partner was PaGalGuy.com. ж 





Batting For Jet 


WHO SAYS INDIA’S POLITICIANS AREN’T CORPORATE- 
friendly? Certainly not Jet Airways’ Naresh Goyal. 
The Chairman of India’s #1 airline is getting 
some vocal support from Union Civil Aviation 
Minister PRAFUL PATEL at a time when it matters 
the most. When Jet Airways’ name came up fol- 
lowing the London bomb scare and Goyal’s cre- 
dentials were questioned (allegedly, a 
London-based Jet employee of British cit- { 
izenship was involved in the plot to 
bomb 10 us-bound flights), Patel, 49, 
was quick to reaffirm the fact that India 
had given Goyal all requisite security 
clearances and any further queries on 
the subject were “flawed” and “should 
never have been an issue”, he told 
reporters. It’s, of course, a different 
matter if the us, which is yet to give Jet 
approval for a US service, will feel re- 
assured by Patel’s vote of confidence. 
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Goodbye, Tata 


IO MOST PEOPLE, THE RECENT RESIGNATION OF KUMAR 
MANGALAM BIRLA from the Tata Steel board should 
not have come as a surprise. Birla, 39, had attended 
only one Tata Steel board meeting during 2005- 
06 and was missing at its AGM too earlier this year. 
Clearly, the bitter battle over Idea Cellular soured 
relations between the Tatas and Birla. However, 
the young tycoon's premature departure does mark 
the end of a long relationship. His great-grandfather 
G.D. Birla had also served on the board of Tata Steel. 
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Advantage Agarwal 


ANIL AGARWAL’S VEDANTA RESOURCES BUYS 51 PER CENT 
stake in BALCO from the Government of India (Gol) in 
March 2001. Got promises to sell the remaining stake 
by March 2004, but changes its mind because 
commodity prices are soaring and BALCO is sud- 
denly more valuable. Agarwal, 52, is justifiably 
angry and threatens to drag the government 
into arbitration. Put on the backfoot, the 
government decides to wean Agarwal 
away from arbitration through *con- 
ciliation and mediation'. That's how 
the BALCO disinvestment story has 
played out thus far, but it's clear 
that Agarwal has the upper hand. sui 
Cap had valued the 49 per cent 
stake at about Rs 843 crore against 
the Rs 1,098 crore Vedanta has 
offered to pay. Any arbitration, 
then, is likely to see Gor's change of 
heart as a case of seller's regret. 
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Not A Fair Case 


IT’S STRANGE THAT THE RESERVE BANK OF INDIA (RBI) 
should have a problem with HSBC India CEO NAINA 
LAL KIDWAI, 49, being on the global board of Nestle. 
The banking regulator says there’s a potential con- 
flict of interest, never mind that the central bank itself 
has prominent industrialists as its board members. It’s 
a little, hmm, naive to assume that Nestle needs to 
give away board seats to get bank loans and that 
Kidwai’s bank wouldn’t be able to do business with 
the Swiss food giant otherwise. But since the RBI is all 
powerful, Kidwai must acquiesce. 





A Job To Do 


“EVEN MY PREDECESSORS HAD BEEN TRYING HARD FOR 
this, I have just tried to consolidate the case,” says 
TRAI (Telecom Regulatory Authority of India) 
Chairman, NRIPENDRA MISRA, of his recent plea to the 
government for more powers to deal with broad- 
casting, which has been put under TRAI 's purview. 
But Misra, 61, isn't very hopeful. *It might take six 
months to a year to get things done," he says, 
adding, “I would not be surprised if the matter isn't 
addressed by the government at all." 
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Victorious At Last 


YOU'VE GOT TO HAND IT TO NAVIN JINDAL. HE KNOY 

how to fight and win. Four years ago, the 36-year 
old fought and won the right for Indian citizens t: 
hoist the national flag, and now he's managed to bag 
a hard-fought deal with the socialist Bolivian go 
ernment to set up mining operations and the largest 
sponge iron plant in Latin America. The El Mutun 
mines will generate 1.5 million tonnes of iron or 

every year, and Jindal's 40-year concession on th 

mines (for which he beat out Mittal Sreel, 
others) might push him up the global steel stakes 
More impressively, he's secured an entry 


among 
into Bolivia 
at a time when President Evo Morales has beer 
turfing out foreign companies en masse after seizing 
all major oil and gas fields on May 1 this year. So 
don't let Jindal's easy looks fool you 
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NAME: 
AGE: 58 
DESIGNATION: Chairman 


COMPANY: Centurion Bank of Punjab 


The Financial Engineer 


ANA TALWAR IS IN NEWS YET AGAIN. THIS EX-CITIBANKER AND FORMER GROUP CEO OF 

Standard Chartered seems to have a prescient sixth sense for deals. The man who 

foresaw the virtues of being present in emerging markets long before others did 
is at it yet again. Only, his arena is now private sector Indian banks. Talwar’s Centurion 
sank of Punjab is planning to merge with Lord Krishna Bank. The deal would be ap- 
proved by the boards of the banks in September. This would be the third deal in 
Indian banking space that Talwar has swung in less than four years—some track 
record in the restricted and over-regulated banking sector where both public sector and 
foreign banks are hamstrung by a host of policy restrictions. 

Talwar primary business vehicle is his private equity firm Sabre Capital Worldwide 
Inc., which he set up after stepping down as the group CEO of Standard Chartered Bank 
in 2001. One of the landmark deals during his Stanchart stint (from June 1997 to 
December 2001) was the $1.3-billion (Rs 5,720-crore) acquisition of ANZ Grindlays' in 
West Asia and South Asia. In India, the deal catapulted Stanchart to the pole position 
among foreign banks in India even as it sharpened its global focus on emerging markets. 
In 2002, Talwar set up Sabre as a fund focussed on acquisition of financial institutions. 
He roped in financial investors Keppel Corp. and Bank Muscat for a painful but ultimately 
fruitful recapitalisation of the ailing Centurion Bank. Once the bank turned around, 
l'alwar spearheaded a merger with Bank of Punjab in 2005. Barely a year later, the 
merged entity, Centurion Bank of Punjab (Свор), is in merger mode again. 

Talwar's plans for an asset management company took some time for fruition. Last time 
around, when Talwar was close to launching the fund, its head, Samir Arora, ran into 
regulatory trouble. Lotus India Asset Management € ompany, a joint venture between 
Fullerton Fund Management Group and Sabre, is at last ready to roll. The fund is 
expected to kick off sometime this year. Given Talwar's penchant for deals it would be no 
surprise if he manages to pull off another acquisition here. Ш 
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Pasha /eatumer 


Cartier pays tribute to the round watch created in 

the middle of the last century with a new striking 
and sporty addition to the Pasha de Cartier collection: 
Pasha Seatimer. An original model with a daring 
combination of materials. 


www.cartier.com 
Cartier Authorized Dealers: Mumbai: Time Avenue, The Regent Watch & Jewellery, Pallazzio, 
New Delhi: Johnson & Co, Kapoor & Co, Rakyan's Fine Jewellery, The Regent Watch & Jewellery, 
Gurgaon: Kapoor & Co, Chennai: Helvetica, Kolkata: Exclusive Lines, Chandigarh: Talwar Jewellery House, 
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From The Editor 


CONSULTANT QUOTED IN OUR COVER STORY (SOARING 

Salaries, Vanishing Workers) makes a poignant 

point that is the crux of the paradox unfolding in 
the jobs market. “Our education system,” says the con- 
sultant, “is geared only towards a 3 per cent economic 
growth.” And yet, in the past three years, India’s economy 
has been growing at an average rate that is higher than 8 
per cent. This has led to an acute shortage of man- 
power in Indian industry and, consequently, soaring 
salaries. This is true for all levels, at least in the private sec- 
tor: from CEOs to entry-level managers and even for 
blue-collar workers. Employers often have to scramble to 
fill up positions in the face of a serious supply crunch. 
Construction worker wages, for instance, have gone up 
between 150 and 200 per cent over the last two years; 
software engineer salaries in India are rising 35 to 50 per 
cent annually, compared to 5 per cent in the us. And 
entry-level jobs in the retail and financial services industries 
also fetch 50 and 100 per cent more than what they did 
two years ago. As for the highest echelons in corporate 
India, CEO salaries are routinely topping the magic $1-mil- 
lion (Rs 4.7-crore) mark. 

The bigger issue this raises is on 
the supply side. In tr and rr-enabled 
services sectors, our survey estimates 
manpower shortage to touch 500,000 
by 2010; in telecom, it could be as 
high as 425,000; in retail 200,000; 
and, in life-sciences and healthcare, it 
could soar to 1.5 million. The biggest 
reason for these gaps is the inade- 
quacy of our education system. Our 
universities, colleges, B-schools, technical colleges and 
other professional institutes are unable to churn out 
enough skilled people to match the demand. While in the 
short-run this could mean a bonanza for incumbents at all 
levels, the long-run implications are serious. Without 
adequate supply of manpower, it would be foolish to keep 
dreaming of sustained economic growth at 8 and 10 
per cent. In their cover story, Shalini S. Dagar and 
Archna Shukla reveal just how bad things can get. 

Meanwhile, India Inc. continues to go global. Steadily 
but quietly, India's oldest big business house, the hoary 
138-year-old Tata group, has emerged as possibly the best 
example of what it takes to truly become a global Indian 
entity. Last fortnight, when group company Tata Tea 
announced a $677 million (Rs 3,182 crore) purchase of 
a stake in Energy Brands Inc., an enhanced water maker 
in the Us, it was the latest in a string of international 
acquisitions and the largest by an Indian company over- 
seas. Shivani Lath's feature (Coffee, Tea and Audacity) 
describes the deal and offers a peek into Tata Tea's 
exciting future. Globalisation, clearly, is the way to go. 
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No Compromising on Merit 
THE VIEWS OF SANJIV GOENKA, VICI 
Chairman, RPG Enterprises, on reser- 
vation couldn't be more apt (br, 
August 27, 2006). While no person 
should be denied a job based on 
his caste, no one should get a job on 
the basis of caste alone. Merit can- 
not be compromised with. While 
the poor and the downtrodden need 
to be uplifted, this cannot be done 
by diluting the competitiveness and 
efficiency of premier institutions 
and industries. We have to create 
opportunities to educate the un- 
derprivileged and impart them skills 
so that they can meet the industry 
standards and compete with oth- 
ers. It is a gigantic task, but doable. 
N.K. AGARWAL, through e-mail 
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I AGREE THAT SMALL AIN'T 
Beautiful (BT, September 10, 2006) 
anymore. The existing policy of 
reservation is a hindrance in the 
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equivalents of medicines going off 
patent in the us has worked well. 
At the same time, competition from 
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hotting up. China as well as some 
East European countries can play 
spoilsport in a market where margins 
are already thin. It’s time Ranbaxy 
bolstered its R&D efforts. 
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growth of small and medium en- 
terprises and start-up companies. 
Just as the government cautiously 
lowered import tariffs in the 90s to 
give time to the domestic industry 
to prepare itself to face global com- 
petition, similarly, the SME sector 
and start-up companies should be 
protected from predatory compa- 
nies with deep pockets. 

PREMDAYAL GUPTA, through e-mail 


What About Unskilled Labour? 
WITH REFERENCE TO YOUR ARTICLE 
The Big Invisible, (Br, September 
10, 2006) on small and medium 
industries, I would say the SME sec- 
tor is often neglected. It’s time the 
government saved these industries 
from downing shutters as they are 
the ones that provide employment 
to unskilled labour. 

VINU SHANKAR G., through e-mail 
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an Indian, whether we talk of our 
booming economy, growing ex- 
ports or increasing clout of non- 
resident Indians. I remember the 
day I took my first ride in the Delhi 
Metro; I felt that India has well 
and truly arrived. If E. Sreedharan 
can do as good a job with Mumbai 
and if Prime Minister Manmohan 
Singh can bring into realm of re- 
ality his dream of Mumbai 
Makeover (Br, August 13, 2006), I 
am sure 2020 and beyond, there 
will be India all along. 
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300 Per Cent Inflation 


N ECONOMY-WIDE INFLATION OF THAT MAGNITUDE 
Ахаа have caused a meltdown by now; yet, this is 
the quantum of price rise India Inc. has to cope with, 
at least in the case of some of its inputs. The inputs in 
question are people and if there is any silver lining to 
this touch of grey, it is in the fact that this number is 
applicable only for CEOs and very senior executives 
and in a few industries only. A more representative 
number would be 20 per cent, although there are 
some industries where the across-the-board average 
would be close to 40 per cent. 

This isn’t the only input-cost increase ind- 
ustry has to factor into its scheme of things; 
the prices of most raw materials and 
intermediates are up, thanks, in part, 
to the soaring price of oil, and in 
part, to general inflationary 
tendencies across the world. 
China, were it exposed to 
similar increases, would have 
been crippled: its economic 
power comes from its domi- 
nance of the global export 
market in manufactured 
goods, especially low-tech- 
nology ones. India will not be 
hit as hard but it will not go 
entirely unscathed either. 

Executives across sectors are 
beginning to question the viability 
of working in an environment 
where operating costs are on a 
northward spiral. For instance, 
the domestic retail banking and 
financial services boom is built on a 


































low-cost business model, and sooner than later, higher 
wage costs will wreak havoc with it. And the dangers 
in the case of industries that compete in the export 
market are even more significant. India’s dominance 
of the global rr enabled services and rr services mar- 
ket has very much to do with the lower cost of ope- 
rations in the country; an increase in salaries could 
hurt the existing cost-advantage. 
It isn’t happening yet, but will do so soon; 
and there is no way of stopping it. In 
: the absence of enough trained 
manpower, any company or ind- 
ustry that seeks to rationalise wage 
costs will lose people to other 
companies and industries. Expe- 
ctations of employees too, are on 
the rise. Fuelled by reports of 
‘world-class’ salaries being offered 
at the better B-school campuses in 
the country, and the growing global 
demand for trained-in-India peo- 
ple, everyone wants more. The base 
effect—India Inc. has grown from a 
low base, in relation to companies in 
other markets; ergo, the rate of 
| growth has been high, even exp- 
onential in some cases—has thus far 
helped companies shrug off the effects 
of any increase in input costs. As com- 
panies grow bigger, however, they 
will find it difficult to maintain the 
same growth rates, and wage-cost infl- 
ation will likely start pinching them 
then. An easing of supply-side constr- 
aints may be the only way out. 





Reason For Fiscal Rectitude 


INANCE MINISTER PALANIAPPAN CHIDAMBARAM'S *SPEND 

more only when you can earn' approach is note- 
worthy. Especially, when faced with a contrarian note 
from a notable economist like Planning Commission 
Deputy Chairman Montek Singh Ahluwalia. Ahluwalia's 
take (no pun intended) of focussing on economic 
growth catalysed by government spending, never mind 
breaching the fiscal prudence norms set out in the 
FRBM Act, is well founded. Our country has one of the 
highest levels of fiscal deficit (of around 8 per cent col- 
lectively between the states and the Centre). However, 


12 BUSINESS TODAY SEPTEMBER 24 2006 


the ill-effects of such a high fiscal deficit are not visible— 
high interest, inflation rates and low growth. In fact, if 
anything, the collective deficit has improved over the last 
decade by around 2 -3 per cent. 

The problem, as always, lies in the details. Delivery 
of government services remains perennially deficient; 
and utilisation of funds is palpably inefficient. So, for 
government to recklessly borrow from the market, in 
the process raise interest rates and inflation, only to 
deliver shoddy services is entirely unjustified and 
counter-productive. The matter is compounded by 
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Think Investments. 
Think Kotak. 


Now everyone else is saying it too. 


Our recent Business Leader Award in the Mutual Funds category 
\ at the NDTV Profit Business Leadership Awards says this. 
Our associates have said it. Our distributors say this. Our investors 


say this. And we have always believed it. 
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the prevailing coalition nature 
of governance. Government dep- 
artments have become notori- 
ously autonomous to the extent 
that unless inefficient decisions 
impinge on political fortunes, 
little effort is made to reverse 
them. The Railways is a case in 
point, where public-private part- 
nership is being given up for 
public funding in certain cases 
where funds are available. 
Hence, without demonstrat- 
ing efficiency gains in delivery 
systems—be it infrastructure or 
government clearances—gov- 
ernment ought not to take upon 
itself the role of catalysing growth beyond its present 
role. And, to set targets and implement them is well bey- 








Chidambaram: Deficit dilemma 


ond the controls of 
Chidambaram. Evidently, the 
recent Chidambaram-Montek 
spat also brings to the fore the 
dangers of the recommendation 
of commissions in government 
fold; be it planning bodies or 
otherwise. Chidambaram did the 
right thing by abstaining from a 
higher deficit, when the econ- 
omy is in a robust shape. 
However, this does not often 
happen. The populist part of the 
Fifth Pay Commission was imp- 
lemented, without any reduction 
in head counts. The lesson is a 
simple one: The planning body 
needs to enforce stricter safeguards in its recommen- 
dations before dishing them to government. 








Marxist Nightmare 


HE KERALA GOVERNMENT IS 

living out every unreformed 
Marxist's (yes, there are still some 
of those around) dream of a 
Communist utopia. First, Chief 
Minister V.S. Achutanandan con- 
firmed his reputation as a doctri- 
naire party faithful by banning 
Coca-Cola and Pepsi Cola in his 
state—on the basis of CSE’s con- 
troversial report alleging that they 
contained unacceptable levels of 
pesticides. His government fol- 
lowed this up by logging 
Microsoft out of its ambitious 
Kerala rr(? School project, which proposes to make 
students at the state's 12,500 high schools computer- 
literate, as part of its programme to migrate to Linux, 
the free software platform, in three years. The goal, 
apparently, is to develop the state as a Free Open 
Software Systems (FOSS) destination. It has even roped 
in the services of free software guru Richard Stallman 
to help it achieve this goal. 

There is, in both cases, an underlying ideological 
aversion to Big Business and, particularly, American Big 
Business—obviously rooted in Marxist dogma. The 
irony of consulting Stallman, a us citizen, on booting out 
Microsoft apart, the Kerala government, by showing the 
door to three of the us’ most iconic companies, is act- 
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Achutanandan's Utopia: A dream or... 


ually achieving by diktat what most 
western democracies are trying to 
do by persuasion. 

There is a huge debate in the 
West—particularly in the US, Spain 
and the Scandinavian countries— 
about proprietary versus open 
source software. Microsoft, the 
biggest beneficiary of the former, 
has been subject to massive anti- 
trust litigation both in the us and 
the European Union; and several 
educational institutions even in 
the us disallow the sale of the two 
colas on their premises. 

So, does this point to a convergence between 
Marxist utopia and the market economy? Not quite. 
Free choice and consumer discretion lie at the root of 
the latter while heavy handed state intervention—as 
opposed to judicious regulation—distorts resource 
allocation and leads to inefficiencies, wastage and 
losses to the consumer. A coincidental convergence of 
the ends cannot justify the totally retrograde means used 
to achieve the same. The Indian consumer has been 
denied his rights for far too long. Whether he wants to 
drink colas, use Windows software, or for that matter, 
any other product of his choice, should be left to him 
to decide. Otherwise, Achutanandan's utopia will turn 
into everyone else's nightmare. m 
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Trends 


Age Of Excess 


India’s economic revolution has stoked the 
appetite for everything from the expensive to the 
luxurious. And marketers are cheering. 


Boss, Zegna, Lamborghini, Bentley, Tag Heuer, Chanel, and Bang 

and Olufsen is actually a lag indicator of a certain economic phe- 
nomenon. Much like the arrival of the sourcing arms of shoe firms like Nike 
and the manufacturing divisions of gigantic electronic manufacturing 
services (think contract manufacturing with a twist) firms is a lead indicator 
of another, the emergence of the country as a manufacturing base. The lux- 
ury brands signal the growing prosperity of a country, the transition of a 
significant number of people from merely well-to-do to really rich. In the- 
ory, the lead indicators, as their names suggest, come before the lag 
indicators, like they did in China. In practice, and in an economy as het- 
erogeneous as India’s, they come together, and are, along with other 
indicators such as visible urban renewal, sign that an eco- 
nomic boom is underway. 

Some Indians have always bought these brands. 
Every Indian city has, and has always had, several 
customers who have patronised the stores (of 
course, they travelled abroad) of Bulgari, not the 
local jeweller, B&O, not BPL, and Tag Heuer, not 
Titan. By entering the country through what all 
India calls ‘official channels’ and by opening large 
and luxurious stores in the metropolitan cities, 
these brands are essentially recognising the grow- 
ing importance of the domestic market, of people 
who do not travel abroad, of people who travel 
abroad, but prefer to shop at home, and of people 
who buy luxury brands because they have been 
told they are luxury brands, and they are available 
at ‘the new outlet’ at the ‘neighbourhood’ five-star. 
“Aside from increasing disposable income, Indians 
are travelling overseas more and are acutely aware 
of the latest fashion trends,” says Denise Seegal, 
President (Sportswear), VF Corp., which recently 
launched its Nautica range of apparel and acces- 
sories in association with Arvind Brands. In truth, 
this is more about the disposable income than it is 
about travel or fashion sense. 


T* ENTRY, INTO A COUNTRY, OF BRANDS SUCH AS AIGNER, VALENTINO, 
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The fortnight's burning question. 


WILL RACIAL PROFILING 
AND HEIGHTENED SECU- 
RITY CONCERNS HURT 
INDIAS EXPORT 
PROSPECTS, EITHER AS 
A NON-TARIFF BARRIER 
OR A SIMPLE LOGISTICAL 
ISSUE? 


No. S.N. Menon, Commerce 
Secretary, Government of India 
The issue of exports is related 
primarily to trade and measures 
such as racial profiling will not 
have any adverse impact on 
India's export prospects. 
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And it isn't actually about the products at all, but the lifestyle the 
brands imply. *Lifestyle is not something people look at as an 
investment," says Raghavendra Rathore, a fashion designer who has 
sported a Bulgari watch for years now. It isn't, and thanks to grow- 
ing prosperity, more people are looking at it now. *Over the past nine 
years, I have seen a 15-20 per cent growth in the luxury market across 
the country for branded products," says Anthony Rodriguez, 
Director (India Operations), Euro Traditions, the company that mar- 
kets and distributes Christian Dior, Givenchy, and Versace in India, 


JOIN THE BRANDWAGON 


WHAT'S SO SPECIAL 





quoting from a recent report on the local market for luxury goods 
that claims that 1.6 million Indian households spend Rs 5,00,000 a 
year on luxury products. In math, that would translate into a Rs 
80,000-crore market. “Luxury was earlier the preserve of only 
rich business families,” adds Manishi Sanwal, Brand Manager, Tag 
Heuer India, which has increased its retail presence from four out- 
lets, in December 2002, to 70, across 20 cities today. “In the past few 
years, Indian salaries have grown tremendously and the hitherto 
untapped salaried class can now start buying luxury products.” 
The ‘feminist’ economy is doing its bit to accelerate the trend. 
“The working woman is contributing very substantially to this lux- 
ury market,” explains Harish Bijoor, who runs an eponymous 
marketing consultancy, and who puts the number of rich households 
in the country at six million by 2007. 

Marketers of a range of products have been quick to catch on. 
‘Exclusive’, ‘by-invitation-only’ luxury apartments are available for 
sale in most large cities. Bangalore’s Mantri Developers actually 
selected the 12 individuals who would occupy its 5,515 sq. ft apa- 
rtments (price: Rs 3-5 crore). And strictly middle-of-the-rung brand 
Levi Strauss has found that there is a market for its Vintage Classic 
Wear (they start at Rs 9,000 and could cost up to Rs 11,000). It would 
be difficult for vendors of other luxury products to ignore India now, 
says Shumone Jaya Chatterjee, Levi's India head. That it would. 

RAHUL SACHITANAND, AHONA GHOSH AND SHIVANGI MISRA 
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INVASOD нап 


Q&A 


Made In India 


OLUMBIA TRISTAR WILL PRODUCE 
( Sanjay Leela Bhansali’s Saa- 

wariya, scheduled to be released 
in early 2007. Gareth Wigan, the com- 
pany’s Vice Chairman, speaks to Shivani 
Lath and Krishna Gopalan on the 
India imperative. 


Why the decision now to produce Indian 
films? 

Eight years ago, we developed a pro- 
gramme to make films in languages 
other than English and countries other 
than America. We are now making 
films in 12 countries. 


What interests you most about the Indian 
film industry? 

The fundamental criterion for local 
language for us is that there needs to be 
a large audience. In certain cases, films 
that have been successful in their own 
countries can be marketed in others. 


You have started off with production. What 
next? A studio? 

No. Our primary business is distributing 
movies. The reason we make movies is 
so that we have movies to distribute. 


What are the things that you look for in a 
film proposal? 

The film will have to be popular and 
should be able to attract an audience. 
Our job is to entertain, not teach. 


Would you look at other Indian languages? 
The essence is to make a movie that is 
profitable in a territory. | am not aware 
of any other language beyond Tamil 
with which that will be possible. 
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Political Football PUNJAB INDIA'S 


Politics behind reversal of residual stake sale in BALCO. 
T* GOVERNMENT 5 DECISION TO RETURN THE PAYMENT OF RS 1,098 TOP 10 STATES 


crore made by Sterlite Industries for its residual 49 per cent Pia 
unja 





stake in Bharat Aluminium Company (BALCO) has shattered its pro- 1 Г INDE 

reforms image. The procedure for the sale of the government’s stake— 2 Kerala AG ) A 
and the valuation process—were outlined in the shareholders agreement 3 Himachal Pradesh A 
signed between Sterlite and the government in 2001, when the latter sold 4 Tamil Nadu 
a 51 per cent stake in the company to the former. The agreement also У Haryana 
had a clause on resolving disputes through arbitration. The deal was vet- 6 Maharashtra 
ted by Parliament in March 2001. Later, in December that year, the | 7 Gujarat 
Supreme Court in its judgment on a public interest litigation chal- 8 Karnataka State of the 
lenging the deal said, “...Unless any illegality is committed in the exe- 9 Uttaranchal 
cution of the policy or the same is contrary to law or mala fide, a decision 10 Andhra Pradesh 
bringing about change cannot per se be interfered with by the Court”. | 

To reopen the case now, after five years, hence, reeks of arbitrari- T: FOURTH ANNUAL /NDIA TODAY 





ness. The issue arises from comments of the Comptroller and Auditor ranking of states is out, and, on 
General (CAG) that the call and put options, on the basis of which the the face of it, shows little 
residual stake was to be sold, are ultra vires of the Companies Act. change from the rankings last year. 


Corporate lawyer Somshekhar Sundresan of JSA Associates, who has been | Punjab, Kerala, Himachal Pradesh 
involved in many disinvestment deals, however, disputes this: “Call and | (HP), Tamil Nadu and Haryana main- 
put options are not in conflict with the Companies Act.” CAG further says tain their positions at the top of the 
table on Overall Best Performance. 
Andhra Pradesh, at #10, swaps 


March 1, 2001: BALCO sale approved by Parliament. | places with 11th ranked Jammu & 
March 2, 2001: Sterlite buys 51 per cent for Rs 551.50 crore. f 


Kashmir. This is the only change in 


December challenging. put. the Top 10 list. 
March roles ean рен ms EST But the real story lies elsewhere. 


residual govern BALCO pe Madhya Pradesh, Uttar Pradesh and 
ое ment stake in eal at وا‎ o RE | Orissa, which still rank quite low in the 








ж May 2004 onwards: Corer seeks 9 otensions to com- overall list (at #14, #17 and #18, 
И plete the sale of residual shares respectively), show the maximum ac- 

= November 2005: Govt appoints valuers for 49 per centstake celeration, which means they are de- 

Я January 2006: Valuation report sept e veloping faster than their higher-ranked 
July 2006: CAG questions legality of deal Er P | counterparts. Another surprise: Jammu 


August 2006: decides cancel residual & Kashmir is the fastest mover when 
3 "M » sale of sale it comes to wooing investments. 


эшка а BANBRIEB A Chief Ministers Conclave 2006 


the valuation is low given that aluminium prices have risen over the past | was held in Delhi to mark the occa- 
two years. Says former disinvestment minister Arun Shourie, during sion. Representatives of HP, Tamil 
whose tenure the BALCO sale took place: "There has to be finality to the Nadu, Maharashtra, Punjab, 
contracts that the government enters into." Uttaranchal, Andhra Pradesh, Orissa, 

The same issue of contractual obligation comes up in case of Madhya Pradesh, Haryana, Uttar 
Paradeep Phosphates also. The company, which was losing money (alot | Pradesh, Chhatisgarh, Kerala, Goa 
of it), was sold to the Zuari-Maroc combine in 2002. The new owners | and Delhi took part in the panel dis- 
are now demanding refunds for misrepresentation of facts at the time cussion on Centre-state relations. 
of the sale. Legal experts believe that the demands must be examined President A.P.J. Abdul Kalam gave 
and, if justified, should be settled by the government. away awards and mementos, based 

How the drama unfolds remains to be seen, but for now, it does seem on these rankings, to the Chief 
as if political undercurrents, rather than commercial considerations, are Ministers of various states on 
setting the agenda on the issue. September 1. 


SHALINI 5, DAGAR PALLAVI SRIVASTAVA 
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Intel: India Outside? 


The chipmaker is looking at its India development centre closely. 


IN DECEMBER 2005, WHEN CHAIR- 

man Craig Barrett visited India, 

he announced that Intel would 
invest, over the next five years, an 
additional $1 billion (Rs 4,700 
crore) in the country. Now, the 
$39-billion (Rs 1,83,300-crore) 
chipmaker may be doing the exact 
opposite. The company is reported 
to be carefully scrutinising the costs 
and efficiencies of its 3,000-peo- 
ple Intel India Development Center 
At best, some of the employees of 
the centre, founded in 1999, could 
be retrenched. At worst, and this is 
unlikely to happen, the company 
could down the shutters of the fa- 
cility. However, the downsizing, 
which is looking more a question 
of when than if, will likely not af- 
fect either the marketing opera- 
tions of the company (some 100 
people man this function) or Intel 
Capital, its venture capital arm 
that has invested in some 40 India- 
based companies, including Sasken, 
Rediff, Indiainfoline, Maya 
Entertainment and MobiApps. 

An Intel spokesperson says that 
the company is conducting an in- 
depth review of its organisational 
structure in order to become more 
efficient. “We are seeking to im- 
prove significantly not just in costs, 
but in the essentials—what we do 
and how we do it. We have said 
that Intel is likely to have fewer 
employees as a result of attrition, re- 
deployment and changes to Intel’s 
business. Actions like the sale of 
our handheld business to Marvell 
and the reduction of 1,000 man- 
agement positions worldwide have 
already been made, for example.” 
The company adds that it would 
continue to invest in India. 

So, how did Intel’s India 
dream, one in which it has in- 
vested close to $700 million (Rs 
3,290 crore) until now, sour? It 
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Will he preside over the last rites? Jones isn't saying anything 


could well be that Whitefield, a 
multi-core Xeon processor for 
servers that was being developed at 
the centre, was the turning point. 
In December 2005, the company 
officially abandoned the project; 
the reason proffered was a change 
in the product roadmap. 

Critics say IIDC was unable to 
deliver the product (the truth is 
likely to be halfway between the 
two). Intel claims that this aban- 
donment was not unique to "this 
team or this site. Project resources 
are very fluid in an ever-changing, 
dynamic industry like ours". The 
spokesperson adds that the Intel 
Centrino Duo platform had signif- 
icant contributions from the India 
development team. *One of our 
development teams is also work- 
ing on the development of next 
generation multi-core platforms. 
This reflects our confidence in the 
hi-end silicon R&D Indian talent.” 


Earlier, in October 2005, Intel 
sacked several hundred employees 
of the centre citing ‘ethics’ violations 
ranging from fudged expense re- 
ports to fake medical and LTA 
claims. “Intel expects very high 
standards of employee conduct and 
business ethics. Intel does not pub- 
licly discuss personnel matters, so 
we will not comment on any indi- 
viduals or specific actions taken. 
We can say that we conducted this 
process thoroughly, profession- 
ally and in compliance with the 
law,” the company adds. Soon af- 
ter, Franklin Jones, an Intel vet- 
eran, was sent in to clean up the 
Indian operations. The develop- 
ment comes at an inopportune time 
for Intel; a newly invigorated AMD 
has taken market share from the 
company, and is gathering ammu- 
nition for what it calls Intel’s 
monopolistic practices. 

VENKATESHA BABU 
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Righting Wrongs 
The new copyright law has to get it right. 


T MAY COME AS A SURPRISE TO MOST PEOPLE, BUT 
[= does have a copyright law (The Indian 
Copyright Law, 1957). And this may come as 
news, again, to most, but the law is in the process of 
being amended. The amendment itself was long over- 
due: the world has changed since the law was passed 
and it is time it factors in such things as digital media. 
The Copyright Board, the agency responsible for the 
amendment, is doing a good job recognising this; 
the process itself, has also been transparent. The 
catch? The amendments have been suggested (and en- 
couraged, and driven) by industry: companies in the 
areas of publishing, software, and entertainment who 
stand to gain the most. That’s only fair: after all, 
these companies spend lots of money generating con- 
tent and have a 
right to, er, copy- 
right it. Only, in 
doing so, they 
could be infringing 
on the public’s ac- 
cess to knowledge. 
For instance, one 
of the suggested 
amendments 
seeks to extend 
the copyright 
term of all 
works beyond 
the minimum specified in the Berne Convention and 
TRIPs (India is a signatory to both, and this is one of 
those amendments that is driven more by greed than 
a desire to protect intellectual property). 

The Alternative Law Forum, a Bangalore-based or- 
ganisation, is challenging some of the proposed amend- 
ments and has, along with several research organisa- 
tions, consumer bodies, and disability rights groups, sub- 
mitted revisions to the Copyright Board. “Copyright is 
meant to promote the dissemination of knowledge by 
balancing rewards to knowledge producers with the 
public’s right to access that knowledge,” says Achal 
Prabhala, Associate, ALF. “Copyright laws should not 
prevent knowledge dissemination.” For instance, a 
DRM (Digital Rights Management) clause could prevent 
an instructor from copying a document from a pro- 
tected CD to circulate among students or someone 
from making an audio version of the content for use by 
the blind, both of which are legitimate ways to access 
knowledge. Balance, as Prabhala puts it, is the key. 

VAISHNA ROY 
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Coming soon: An investment wave, promises Enders 


Flying Doctors 
Boeing and EADS set to expand in India. 


TH INDIA BECOMING AN IMPORTANT MARKET 
for companies such as Boeing Corporation 
and EADS (the parent of Airbus, ATR, Euro- 
copter, and the European Space Agency), this was a 
move waiting to happen. That reference, of course, is 
to the maintenance and repair operation (MRO) facili- 
ties being put down by both firms. Boeing, which 
recently predicted that India will need a whopping 865 
commercial jets over the next 20 years, is investing 
$200 million or Rs 940 crore in its facility (thereby, 
meeting part of its counter-trade over the $11.5-billion 
or Rs 54,050-crore order it bagged last year from 
Air India). EADS, which predicts that the number will 
be higher, at 960 aircraft, is looking to invest €2 bil- 
lion or Rs 11,800 crore in India, across all aviation sec- 
tors over the next 15 years. This number “is a rough 
figure and can easily expand", says Tom Enders, Co- 
CEO, EADS. The company's investment doesn't stop with 
a MRO, although a facility to service turbo-props (op- 
erated by Jet Airways, Air Deccan, Alliance Airlines, 
and Kingfisher) is very much on the cards; it is also in- 
vesting in a full-fledged engineering resources centre 
that will be operational sometime in 2007. That 
shouldn't surprise anyone who has looked closely at 
EADS financials. In 2005, 23 per cent of its revenues, 
and 43 per cent of Airbus’ fresh orders came from the 
Asia Pacific region. *We believe that the region, es- 
pecially India and China, will contribute 30 per cent of 
our revenues in a few years and for our own sake, we 
will have to become more Indian or Chinese," says 
Enders. That's not to say Boeing has missed the Indian 
engineering boom; almost the entire avionics soft- 
ware suite for the next generation 787 Dreamliners is 
being designed by HCL Technologies. Both companies 
are also looking to win an Indian Air Force order 
for 126 multi-role fighters and EADS has signed a deal 
with ANTRIX, the commercial arm of Indian Space 
Research Organisation, to jointly market low-power 
satellites. Life in India, the two companies have 
discovered, has more to it than planes. 
KUSHAN MITRA 
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The Economist With A Cure 


Harvard's Sendhil Mullainathan says Prescriptive Economics is the answer. 


T 33, SENDHIL MULLAIN- 

athan, doesn’t look like 

an economist. The man 
who was born in a small village 
in India, and moved to the us 
(Los Angeles) when he was 
seven, looks more like a code- 
jock. Strangely enough, he was 
good in math at school and 
computer science was one of the 
things he flirted with. Yet, it was 
economics that appealed to him. 
Mullainathan has been in the 
news (at least, in the circles 
where economists move) because 
of his claims to having evolved a 
new branch of creative econom- 
ics that he calls Prescriptive 
Economics. 

At one level Prescriptive 
Economics is just an extension of 
another branch, Behavioural 
Economics, that tries to explain 
economic phenomenon by 
understanding the psychology 
of individuals. Prescriptive Eco- 
nomics ‘prescribes’ solutions 
based on its understanding of the 
behavioural factors that drive eco- 
nomic phenomenon. These, argues 
Mullainathan, can be used for the 
betterment of society and particu- 
larly improving the lives of the 
poor. The power of economics to 
work towards poverty alleviation 
was what attracted him to it in the 
first place. Today, Mullainathan is 
a professor of the subject at 
Harvard; he moved to the univer- 
sity from MIT because it had a 
“good psychology department”. 
“Economics and social sciences 
were generally detached,” says 
Mullainathan. “It is easy to sit in the 
comfort of an air-conditioned room 
and theorise without knowing 
ground realities,” he says, “but poli- 
cies framed that way are not going 
to make an impact.” 

India is a good place to test out 
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Psychology matters: In economics 


the logical economic corollary (or 
precursor, depending on how you 
look at it) to management guru 
C.K. Prahalad’s by-now-famous for- 
tune-at-the-bottom-of-the-pyramid 
theory. And so, Mullainathan 
spends a lot of his time in India, 
where he has several projects in 
Prescriptive Economics running. 
One, in Udaipur, linked poverty to 
poor education to teacher-absen- 
teeism, and eventually, through sev- 
eral linkages, arrived at the conclu- 
sion that one reason teachers 
absented themselves was because 
they were under-appreciated. 
Another set out to look at a lower- 
than-expected yield of sugarcane 
on fields where everything, includ- 
ing the use of fertilisers, had been 
done by the book. The reason? 
Most farmers borrow money (from 
a bank usually) to fund the purchase 


of fertiliser. However, the 
application of fertiliser has to be 
done over several installments, 
and by the time the last one 
comes around, the farmers have 
used the money for something 
else. Mullainathan is working 
with ICICI Bank to explore the 
possibility of launching innova- 
tive loan products that address 
this issue and other such. 

The professor, who gives 
himself, and his branch of eco- 
nomics, between six and nine 
months to find solutions, rattles 
off questions: Can these loans 
be staggered in installments every 
month like salaries, or given just 
in time, every time? Can loan 
repayments be made automatic, 
coinciding with weekly salary 
inflows? Can loan payments be 
devised in such a way to take 
into factor seasonal variation in 
incomes? The research may not 
have the ‘wow’ value of an ear- 
lier project in South Africa where 
Mullainathan discovered that male 
customers were willing to pay mar- 
ginally higher interest rates (up to 
five basis points) when the loan- 
offer from the bank was on a letter 
with a generic photograph of a 
woman in a corner, but it is, the 
man insists, rewarding. “I can eas- 
ily figure out how to increase the 
net profit of 50 firms from the 
comfort of my room,” he says. 
“People do not realise how difficult 
these exercises (being carried out in 
India) are.” Mullainathan’s work, 
which seeks to use psychological 
insights to explain economic and 
financial decision making, and then 
identify solutions, is still young, 
and will likely engender some 
debate on its relationship to eco- 
nomics, but “the result,” its cre- 
ator smiles, “is very satisfying.” 
NITYA VARADARAJAN 


“VE WORN A SAREE 
EVER SINCE | WAS 
A LITTLE GIRL. 


NOW | WANT TO 
CHANGE HOW EVERY 
WOMAN WEARS IT.” 


There are many great ideas from Asia's past. 
We're here to help make sure they live on in the future. 
DBS. Living, Breathing Asia. 


< DBS 


If you've gone to great lengths to give a new twist to timeless classics, our expertise in Asia and international banking 

standards will help take your ideas all the way. We'll invigorate all aspects of your business — whether it involves planning 
for the future or getting inspiration from the past. To find out more about Singapore's largest bank and Hong Kong's 
fifth largest banking group, visit www.dbs.com today. 





= чу!) а. ru 


‘bt trends 


e-mail Everywhere? 


Not yet, despite the best efforts of telcos. 


HEN BHARTI TELE-VENTURES AND RESEARCH IN MOTION (RIM) TIED 

\ \ / up in October 2004 to offer the Canadian company’s 

BlackBerry push-email solution over the Airtel network, 

many people thought that it was a match made in heaven. After all, the 

BlackBerry was so addictive that it was dubbed the ‘Crackberry’ 

> in the us. And Airtel was India’s largest mobile telco. Now, 

almost two years on, the companies have decided to 
break-off the ‘exclusive’ tie-up. 

In an arrangement more akin to an open marriage, 
Bharti and RIM will be free to ally with other companies. 
Bharti was the first off the blocks, announcing a major 
initiative with Microsoft supporting its Windows 

Mobile push-email solution over i-mate and HP hand- 
mue——| sets. Greg Wade, Director (Asia-Pacific), RIM, denies 
(63 that RIM company is in talks with other operators, 
“There is an exclusive timeframe attached to the dis- 
tribution of BlackBerry and, we cannot in the inter- 
est of business, disclose the timeframe.” However, acc- 
ording to execs in the telecom industry RIM is already 
talking to Hutch and Reliance Infocomm. Chakrapani 
G.K., Country General Manager, Nokia Enterprise Solutions, 
believes that this has happened for “growth rea- 
sons”, as the exclusive tie-up might not have de- 
livered the numbers both operators hoped for. 

So, is Windows the magic pill for Airtel? Jai 
Menon, Director (rr & Innovation), Bharti 
Tele-Ventures, certainly hopes so. “We have 
taken a decision to give our customers a va- 
riety of solutions to address their enterprise 
needs,” he says. “You must understand that 
for us, it isn’t just about e-mail, but a com- 
prehensive enterprise-level solution that 
includes sales force automation, enterprise 
management and customer management 
and Windows is an ideal platform for that.” 
Airtel isn’t dumping BlackBerry just yet, he 
hastens to add, and insists that the BlackBerry is just the thing for ‘pro- 
sumers’ (professional customers). 

Are captive e-mail solutions offered by operators the way for- 
ward? Chakrapani does not think that operators themselves will play 
the key role. “I believe that enterprises will want a level of control over 
their e-mail,” he says. “I will not be surprised if large turnkey system in- 
tegrators start offering their own solutions to corporate e-mail.” For 
many years operators, manufacturers and companies have looked for 
the holy grail of the next ‘killer app’, they believed they have found it 
in e-mail. However, the Indian consumer still isn’t biting, as moves on 
proprietary e-mail systems have shown. Unless a device independent and 
platform independent solution is successfully deployed, e-mail on the 
go might continue to remain low key. 
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NOT CLEAR 





HE JONES LANG LASALLE REAL ESTATE 
Г Index is a measure 

of several things: professional 
and ethical standards, regulations, 
the applicability of law, quality of fi- 
nancial disclosure and governance, 
the availability of market information, 
and the enforceability of data. In the 
2005 index, India fared badly (low 
transparency); it has done far better in 
2006 (semi transparency). The com- 
pany says that, “India’s improvement 
from low- to semi-transparent was 
helped by the availability of market in- 
formation, improved general account- 
ing and reporting processes, and sub- 
stantial improvement among market 
participants about the 
legal process that re- 
late to contract en- enn MET 
forcement and legal 
relief.” 

That тау well be | j" >ы 
the case; yet, across ME Ed 
the country buyers | - E 
are paying for more | 
space than they ac- 
tually get. Reason? |... 
These days, all buy- 
ers pay for what is |= 
called super-built up Fess 
area. "The builders 
first add 20-25 per 
cent on the carpet 
area to get to built- 
up area and then another 20-25 per 
cent over the built-up to arrive at the 
so-called super built-up area. If | am 
paying for a 1,900 sq. ft apartment, | 
am actually getting not more than 
1,100 sq. ft," says Tushar K. 
Chatterjee, a senior manager with an 
S.K. Birla Group firm, who has been 
shopping for an apartment. "There is 
no technical definition of super built-up 
area. What to do, if some one wants to 
take undue advantage of that?" asks 
Amit Ukil of leading architect firm, 
Amit Ukil & Associates. That's opaque. 

RITWIK MUKHERJEE 
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Paying more: 
For less? 





Panasonic 


уч р a am E “ zd 
ideas for life 


VIER 


A whole new visual era 


V-Real Technology Ма 
3,072 steps of gradation achieve 
outstanding details in dark image areas. While 
the 1080i Digital Processing Chip-Set allows 


reproduction of highly expressive images with 


exceptional detail. Sharper details and more 


life-like realism are achieved through the 1080i 
Digital Re-mastering 


Processor. 





V-Real PANEL 


Advanced Smart Sound 
Speaker System 

Totally revamped, the new 
VIERA entertains with 
superior bass performance 


and clearer, natural sounds. 


The Advanced Ultra-Slim 
Speaker Unit boasts superb 
directional characteristics 
so everyone in the room 
experiences an outstanding 
range of sound quality. 






PLASMA TV SERIES 


HDAVI Control 
Experience total control of 
your home entertainment 
system with НОМ! 
(High-Definition Multimedia 
Interface). Now, you can 
operate a Panasonic plasma 
TV, a DIGA DVD recorder 
and a digital cable set-top 
with a single remote, 


Homi ves 


NGOS UNT TIONG MLTIMECDAA OT ER ACT. 





PLASMA TV 
Available in 37, 42 & 50 screen sizes. 


LCD TV 
Available in 20, 23, 26 & 32 screen sires 


Panasonic is a brand owned by Matsushita Electric Industrial Co., Ltd. 


Panasonic India Pvt. Ltd. 6th Floor, SPIC HOUSE, 88, Anna Salai, Guindy, Chennai - 600 032. Ph: (044)22301952. Panasonic Brand Shop: Chennai: 4207 
Bangalore: 25635977 / 66 Helpline - Chennai: 044 - 6534 1111, Bangalore: 080 - 4153 1111, Delhi: 011 - 5540 4111, Mumbai: 022 - 2859 4911, Kolkatta: 033 








Aocessorias shawn do not form а рап of standard equipment 


NUN ee С ЕСРИ 


Ad 





She. dots Ao. 








What: Rs 5 


Why: The Telecom Regulatory Authority of India has said Rs 5 is the maximum 
charge that can be levied by television channels (from subscribers) in areas where 
the Conditional Access Service is operational 


Where: That would include parts of Delhi, 
Mumbai, Kolkata, and Chennai 


When: December 31, 2006 








The context: Channels have been 
asking that a higher tariff be fixed 
(and will likely lobby for it now); 
TRAI also refused to review the 
Rs 77-price on free-to-air chan- 
nels in the same areas 


Last word: There hasn't been one 
yet; meanwhile, Tata Sky and Zee 
are locked in an ongoing battle, 
and the DTH era has finally well and truly 
arrived in India 





ECONOMY 


Status: 4.91 per cent for the week 
ended August 19, 2006; overall, 
shows a mixed trend with an up- 
ward bias. However, this WPI- 
based figure does not always cap- 
ture actual price increases. 

Impact: Lending rates to increase; 
Short-term deposits to go up; 


The Last Four Quarters 
5.44 


471 
4.62 


4.06 


Oct. 0ес. 05 Mar.'06 June 06 
inflation rate figures in per cent 
Source: Ministry of Commerce & Industry 


Corporate interest cost burden will 
rise further. 


Status: Down 23.76 per cent to Rs 
44,446 crore in March 2005-06 
compared to 2004-05 figures. 


NPAs In The Last Four Years 
98717 64,786 
i 58,299 
UMS 





2002-03 2003-04 2004-05 


NPAS of scheduled commercial banks in Rs crore 
Source: RBI 


13301 


Impact: Better asset quality and 
utilisation; 
Healthier banking system; im- 
provement in productivity; 
Stakeholders, including sharehold- 
ers, to benefit. 

COMPILED BY ANAND ADHIKARI 


Leap ahead” 


Dual-Core Intel" Xeon" Processor Die 


UP TO 80% MORE 


PERFORMANCE 
PER WATT. 


(100% MORE HIGH-FIVES IN THE SERVER ROOM.) 


INTRODUCING THE DUAL-CORE INTEL” XEON” PROCESSOR FOR SERVERS. 


n 


Up to 8096 more performance per watt than the competition.* 20 leading performance benchmarks 
Up to 60% faster with significantly lower energy consumption than the competition. All that 
and the best two-way platform for virtualization. Intel® Core" Microarchitecture. It's the futur Xeon 


Learn more at intel.com/apac/xeon. 


For more information on Dual-Core Intel” Xeon’ Processor based server: Acer - 080 2521 952 2/3 
Dell- 1800 425 8044 HCL-0120 2555 109 HP-1800 425 4999 IBM- 1800 425 3333 Wipro - 1800 345 331: 
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P-WATCH 


A bird's eye view of what's hot and what's 


not on the government's policy radar. 





NEW AVENUES FOR REVENUE 
THE TAX DRAGNET JUST GOT TOUGHER 
LOOKING FOR TRAILS to evade. The income tax department 
ındatory for tax payers to quote PAN plans to insist on the tax payer quoting 
the Permanent Account Number (PAN) 
number in all securities transactions. 
This way, the government hopes to 
obtain an audit trail on the scale of 
operation of the tax payer, and in turn, 
estimate his income. If the income tax 
paid is not commensurate with this 
income, the tax authorities have rea- 
son to knock on the errant tax payer's 
doors. Further, this measure will also reveal the extent of income derived 
from trading operations and whether or not tax on this income was paid. 
Currently, the securities transactions tax returns are filed by stock 
exchanges and mutual funds only to help verify the authenticity of the trades 
carried out by the brokers. Clearly, the government is not satisfied with the 
swelling tax kitty. Besides the objective of netting defaulters, there is an 
immediacy to the issue—government expenditure is rising. 
SHALINI S. DAGAR 





NOLAISSEZ FAIRE? 
THE UNION STEEL MINISTRY IS PUSHING FOR CURBS ON EXPORT OF HIGH 
GRADE iron ore. Steel Minister Paswan has recently written to Commerce 
Minister Kamal Nath that such a move—banning exports in a phased 
manner over the next five years—is in line with the draft National Steel 
Policy 2004, which targets an annual production of 100 million tonnes 
by 2020. Currently, the figure stands at around 38 million tonnes. 
Paswan bases his argument on fears that exports of high grade ore (with 
over 65 per cent iron content) at the prevailing pace would exhaust 
reserves in the next 25 years. While this is music to the ears of interna- 
tional steel giants like Posco and Arcelor Mittal, who plan to set up shop 
in the country, the mining industry is surely not amused. 

AMAN MALIK 


NORMS MAY EASE FOR FOREIGN MANAGERS 
THE PHOBIA AGAINST FOREIGN NATIONALITY MANAGERS MANAGING DOMESTIC 
telecom companies appears to be abating. The Department of Telecom 
(DoT) is reviewing the foreign direct investment (FDI) guidelines to enable 
companies having less 49 per cent FDI holding to hire foreign top manage- 
ment. If agreed upon by the Cabinet, it will spell a major relief to compa- 
nies like Tata Teleservices and Reliance Infocomm, where foreign invest- 
ment is way below the 49 per cent limit. Interestingly, the ban was absent 
till November 2005, when the government decided to raise the FDI limit 
in Indian telecom companies from 49 to 74 per cent. Alongside, came the 
ban on hiring foreign top management. 

SHALEEN AGRAWAL 
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AS INDIA INTEGRATES WITH THE 
ASEAN economies, the govern- 
ment is proposing a joint audit for 
multinationals operating in the re- 
gion. Along with trade and tax 
treaties (with these countries), the 
audit will help monitor India's 
cross-border transactions ac- 
cording to the advisor to Finance 
Minister Parthasarthi Shome. 
China, Shome says, has simi- 
lar mechanisms in place: joint 
audits with “friendly countries’. 
The cross-border tax adminis- 
tration policy will likely be based 
on the Singapore model. , 
BALAJI CHANDRAMOULI 


Smoother ride: In future 
BETTER DEFENCE DEALS - 
THIS IS ONE BUSINESS MARRED BY A 
fair degree of opacity—defence 
procurement. The government 
has now come up with a 
revised defence procurement 
policy to cut delays and reduce 
corruption. 

The pie has always been 
big—tndia plans to procure Rs 
1,00,000-crore worth of 
defence equipment over the 
next five years. This move could 
make the business attractive to 
a larger section of industry and 
ensure competitiveness. 

SHALINI S.DAGAR 





' put your company's future leadership in safe hands, visit www.u21global.edu.sg/india or email us at campus@u21 global.edu.sg EuroRSCG/U21G/684/06 
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NEWS NUMBERS OF NOTE 
RAJIV BAJAJ Rs 929 crore: The amount of money lying with 
banks in accounts which have not been operated for 
10 years or more, according to RBI 


3 bottles: The average annual per capita 
consumption of colas in Kerala. It is 55 in Delhi 


5.5 million: The number of people who have a 
BlackBerry worldwide 


128. The number of pilots who resigned from Air 
India, Indian Airlines and Alliance Airways between 
2004 and 2006 





Rs 1 ‚366. The average amount of debt per 

family in Delhi as against the all India average of ! 
Rs 8,694, according to a report by the Directorate і 
of Economics and Statistics 


Rewing up: Bajaj is catching up furiously 


N DECEMBER LAST YEAR, DURING A DEALER CONFERENCE 
onboard a cruise ship with a bunch of Bajaj 
Auto dealers, Rajiv Bajaj, Managing Director of 
Bajaj Auto, Ais ios e ha ar his for- 1 .8 million: The number of notebooks with faulty 
eign competition in India in the short term. But even batteries (made by Sony, again) that Apple is cur- 
the projected sales charts that Bajaj’s crack mar- rently recalling 
keting team led by S. Sridhar put up didn't quite fore- 
see that happening anytime soon. Even as this $2 6 billion (Rs 1,22,200 crore): The size of the 
piece is being written, the Pune-based two- and global duty-free industry 
three-wheeler major is behind the Delhi-based 74 
Hero Honda, but it sure is catching up. Last month : The number of Indian films that were 
(August), Bajaj Auto sold 180,570 motorcycles released in the UK in 2005; only 61 British 
versus Hero Honda's 208,576. That's still a gap of productions were released 
more than 20,000, but the fact is until a year ago 
А 1 > 
Msc nba nde Fir Adrien Ge 4.32 lakh: The number of posts lying vacant in 
problem boils down to a dull product line for the last various central government ministries and 
few years and capacity constraints. For instance, ЧёРаптепї< in the country ^ 
Hero's August sales reflect a 15 per cent slump. (The 
company is setting up two new plants and plans to 856. The number of new civilian aircraft (valued at 
launch seven new bikes.) over $72 billion) India will require over the next 20 
Led by its young managing director, Bajaj, ih years, according to Boeing 
contrast, has been busy churning out spiffy new 
bikes like the Pulsar. Just the same, the Warwick- € 12 billion (Rs 72,000 crore): Value of carbon 
educated Bajaj will be the first to admit that all his credits traded between January and June 2006 
ideas haven't worked—the 'Wind' could not be 
isi um x. sq on dich SET 1 5-24 per cent: The proportion of CVs in India 
ks ТУ Gres «фе EE vi that are fake, according to MeritTrac, 
а торун ; most profita a Bangalore-based skill assessment 
two-wheeler manufacturer (Hero's margins have and HR consultancy firm 
been falling). No one at Bajaj Auto is reaching for the 
champagne bottle just yet. "It's one thing to catch : f 


says a senior Bajaj executive. Just the sort of humility ‘largest store in the world’ which 
Bajaj needs in this race. opened in Bangalore recently. The store 


KUSHAN MITRA is built on the lines of Wrangler's new 
retail format 
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ФҶбооеооеоооеоооеое 


„ The International Monetary 
Fund has finally gone ahead 
and given more voting power 
to China, in recognition of its 
economic powerhouse status; 
Brazil, India, and Argentina 
have opposed the move. The 
IMF has also warned India 
about the danger of offering 
tax-breaks in SEZs. 





IMF President Rodrigo de Rato 


The United States is 
considering a proposal to raise the H1B 
work permit quota by 25 per cent, up from 
the current 80,000. Indian software firms, 
the main beneficiaries of this, have reason 
to cheer even as they try to mix back-end 
coding and maintenance with front-end 


first official response to a critical IAEA 
(International Atomic Energy Agency) report 
says the country "will not give up one iota" 
of its human rights. Although oil prices 
have stabilised following easing of supply 
in the US, this could, over the next few 
weeks, cause them to soar again (the US 
has already announced that it is exploring 
sanctions against Iran). That's bad news 
for an oil-hungry economy like India. 


5: Unlike the US Federal 

Reserve which claims there is no 

immediate fear of inflation in the US, the 
ECB says the Eurozone could see some $ 
inflation in coming months and will probably FEE 
hike interest rates to combat inflationary 
tendencies. India, itself under threat from 
inflation, would do well to read the signs. 
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; President Mahmoud Ahmadinejad's 


ASIA: DECENT WORK OPPORTUNITIES AND CHALLENGES 


Based on US$1 a day poverty line, the number of working poor in Asia fell by some 189 million between 1990 and 2005. The South Asian labour force will add 


WORKING POVERTY IN ASIA 
US$1 Working Poor 1990 р 2000 р 2005 ү 2015 
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Employment (%) 
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Source: ILO: Working Poverty Model 2005; Global Employment Trends Model 2005 


US$1 Working Poor Share In | 1990 ү 2000 ү 2005 | 2015 | 





“Success lies in doing the thing you know best rather 
than chasing multiple things to reach nowhere 
CEO, Cog nt, in The T f In 





ECB President Jean Claude Trichet : | 
“They (banks) have realised that the Indian poor 
are bankable” 
Head, SKS, a mi 


the sector, in BusinessWeek 


) 


“India is the only market in the world where 25 
years of global retail experience is being 
crammed into five. If retail FDI is not opened 
2 up this decade, global rivals will have a high 
Beijing: United States learning curve as and when they do enter” 

trade representative Susan MD, Shoppers’ Stop, in Finar 

Schwab sought to enlist China’s 
help in reviving global trade 
talks during a recent-visit to : 
the country. China is one of the and almost 10 million science graduates...how 
world's biggest exporters and many of them are really suitable for high-tech 
a huge producer of farm goods. jobs?" 

The revival of Doha round of CEO & MD. Ti 

World Trade Organization, and 

the consequent lowering of ? ; i = 
trade barriers. is crucial for “If we didn’t have India, we'd have been finished 
many countries, including India Chief Execut apient in India, in 1 y 


*Six and a half lakh of engineering graduates 


*You need to give people the freedom to spend 
and the freedom to make mistakes" 


President, Honda М 


*You could argue that MySpace pushes out 
features too quickly, but we also create mor 
features than anybody else on the internet" 
ler, M 


Co-founder эра т, in Fo 





“Too much foreign money pouring into any 
market is never a good time to invest" 


Commodities ir tment guru, m 1 lim 


over 14 million new entrants every year for the next 10 years 

LABOUR FORCE PROJECTIONS “People are keeping this quiet and just getting o1 
300 with it because there is an awful risk that th 

outside world will overreact” 





industry kee, quiet about 





production, in The Times 


“It was like, ‘everybody’s gettin’ music for free’ 
I was like, ‘well, why not? It ain’t worth 
nothing anyway” 


commentin; 





issue Of illegal downloads, in Кх 


change 


Source: ILO 
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RANKED: By 
Forbes, PepsiCo 
Chief Executive des- 
ignate, the India- 
born Indra Nooyi, 
#4 in its annual list- 
ing of the world’s 
most powerful women after German 
Chancellor Angela Merkel, US Secretary 
of State Condoleeza Rice, and China's 
Vice Premier Wu Yi. Congress President 
Sonia Gandhi is ranked #13. 





FILED: By 12.6 million Indians, the 
highest ever, personal income tax re- 
turns. Last year, 7.7 million Indians 
had filed retums. The new figure still re- 
mains just around 1 per cent of India's 
total population. 


RESIGNED: From his position as 
Chief Investment Officer of Azim Premji 
Investments, the firm through which 
the Chairman of Wipro manages his 
personal wealth and finances, 
Mrunmay Das. Das is reportedly con- 
sidering offering his wealth-manage- 
ment services to a portfolio of clients. 
Prior to his stint at Azim Premji 
Investments, Das was with DSP Merrill 
Lynch (and BNP Paribas). 


SOLD: By the various family mem- 


bers who own the Bangalore-based 
Nilgiris dairy farm that runs an epony- 


BACK TO ACADEMIA 
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mous chain of stores, largely in the 
southern part of the country, a con- 
trolling (in excess of 51 per cent) stake 
to private equity firm Actis. 


LIFTED: By Securities and Exchange 
Board of India, the ban on Mumbai 
brokerage Motilal Oswal Securities from 
opening fresh demat accounts in the 
wake of the recent demat scam. 


ACQUIRED: By 
Apollo Health Street, 
a healthcare busi- 
ness process out- 
sourcing firm that is 
part of the Apollo 
Hospitals Group 
(Chairman P.C. Reddy, left), the US- 
based Armanti Financial Services (AFS) 
LLC for $31 million (Rs 145.7 crore). 
With this acquisition, Apollo becomes 
one of the top 10 healthcare revenue cy- 
cle management companies in the US. 


PROPOSED: By AMD, the world's 
second largest chip maker (Intel is the 
largest), a $500 million (Rs 2,350 
crore) investment in Semlndia's 
proposed chip manufacturing facility 
near Hyderabad. The US chip giant 
will also provide technology to Semindia 
for the manufacturing facility. EMS firm 
Flextronics will also take a minority 
stake in the facility. 








becoming mainstream across the 

world. And Christie's, the world's 
leading art auctioneer, is both fuelling 
and feeding on this trend. It will hold 
an auction of works by Indian masters 
such as F.N. Souza, Tyeb Mehta, 
Ram Kumar, Sayed Hyder Raza and 
Ganesh Pyne, among others, in New 
York on September 20. 

"Our goal is to make Indian art 
international. We are, therefore, show- 
casing it in different parts of the 
world," says Christie's International 
Director for Asian Art and Head of 
Indian and South-East Asian Art, 
Hugo K. Weihe. 

"There are regular auctions of 
Modern and Contemporary Indian 
Art in New York every year," says 
Ganieve Grewal, Christie's India rep- 
resentative. The most encouraging 
development: non-Indian art collectors 
are now increasingly showing interest 
in and acquiring paintings by big 
name Indian artists. "At an auction in 
Dubai last March, Indian paintings ac- 
counted for over 75 per cent of the 
total sales of $8.4 million," adds 
Roddy Ropnr, Christie's Business 
Development Director, Asia. 

The auction house arranged a 
preview in Delhi of 40 of the 170 
works it will put on the block later 
this month. 


| NDIAN ARTISTS ARE INCREASINGLY 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: Global professional services 
firm Ernst & Young. Here are the deals that were struck in August 2006. 


Deal Particulars: In the biggest overseas acquisition by an Indian company, Tata 
Tea acquired a 30 per cent stake in US based Energy Brands Inc (EBI) for a consideration of 
$667 million. Tata Tea and Tata Sons, which are making the investment jointly, will buyout the 
stake of TSG Consumer Partners. The deal structure is based on an equity infusion of $192 mil- 
DE ALTR ACKER lion from Tata Tea and $58 million from Tata Sons routed through Tata Tea (GB), the special 

purpose vehicle, with the balance $427 million raised through debt. A further increase in Tata 

i зима Tea's stake and a possible listing іп the future may also take place. 

TATATEA Impact Analysis: The acquisition of EBI signifies the entry of Tata Tea in the fast 
growing segment of health and energy drinks. The acquisition is in line with the management's 
strategy of increasing the presence of Tata Tea in a newer categories of beverages. EBI is 
expected to grow at a CAGR of over 70 per cent over the next three to five years. As a result of 
the acquisition, Tata Tea also gains access to its EBI's distribution network, in over 
45 states of the US, which can now be utilised for growing the Tetley brand. At another level, 
this is the latest in а series of moves by the Tata Group to go global, a pet theme of Tata Sons i 
Chairman Ratan Tata. Tata Motors, Tata Steel, VSNL, and Indian Hotels have all made significant | 
DEAL OF THE MONTH (either in terms of money or strategic value or significance, or all three) acquisitions 
in overseas markets. 


\ Жөн 
» 











TARGET ACQUIRER INDUSTRY DEAL VALUE 
(Rs crore) 
Energy Brands Inc, US Tata Tea Food and Beverages Investment 3,105.90 30% 
Fosters India SABMiller Liquor Acquisition 540 100% 
Matrix Laboratories Mylan Laboratories Pharmaceuticals Acquisition 3,428 71.5% 
Lemon Tree Warburg Pincus . Hospitality - Investment 280 27% 
Mercury Travels Ashwini Kakkar ` Travel & Tourism Acquisition Undisclosed 76% 
Pennar Industries Eight Capital, Spinnaker Capital ^^ Machinery Investment 1224 26% 
Morepen Laboratories Sabre Capital, Spinnaker Capital Pharmaceuticals Investment 225 40% 
and Deutsche Bank IT i T 

Fulford India Goldman Sachs Pharmaceuticals Investment — 13 7% 
Shree Precoated Steels Quantum Fund Real Estate Investment 80 г 2% 
Mode Group GFK Advertising Acquisition Undisclosed 51% 
Bexel Pharmaceuticals Inc, US Orchid Chemicals & Pharmaceuticals ^ Pharmaceuticals Acquisition — 13 2696 
Method Films, France 00 Entertainment Media Acquisition — 12 Jue Ss 0096 
Omimex de Columbia, US ONGC Videsh Oil & Gas Investment 1,860 2595 
DG2L Technologies, Singapore _UFO Moviez L5 Media i Acquisition Undisclosed 51% 
Lipoxen PLC Serum Institute of India — Pharmaceuticals Investment 228 _ 14% 
Gayatri Sugar Complex Clearwater Capital, US Sugar Investment ^ Undisclosed 30% 
Carbogen Amcis _Dishman Pharmaceuticals Pharmaceuticals Acquisition — 349 — 100% 
Intelligent Infrastructure New Vernon Capital RealEstate Investment 30 _ __ 50% 
Deal Watch includes only M&As, private equity and brand sale transactions N.A.: Not available $ 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company 
announcements and other secondary research, Any decision on the basis of the above mentioned information should be taken only after professional advice. 
Business Today or Ernst & Young do not undertake any responsibility in regard to any such decision. 
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From camera to printer, Canon technologies facilitate every phase of the process to ensure 
that the most beautiful images are captured, printed and preserved just as you pictured them. 


Advanced, high-density print-head control technology FINE 


It delivers a dramatic improvement in printer output and © ® © © 


image reproduction and features astonishingly high-quality, @ @ Е | М F 
high-density 9600dpi output using Canon's highly advanced, e 
ultra fine 1-pico-liter (one-trillionth liter) droplets 


Optical lens technology 

More than 50 years as a camera maker have given 
Canon an edge in developing highly sophisticated 
optical technologies to capture high-quality, 
rich images for ever smaller cameras. 





New ChromaLife 100 system 


It combines genuine Canon dye inks and photo 
papers to produce beautiful, long-lasting color photos = 
that withstand the effects of humidity and resist Л ChromaLife 100 


fading to preserve your precious memories longer 


New digital imaging engine DIGIC 

A It enables high-speed processing of high-quality color 
image data and realizes natural, realistic colors and 
delicate nuanced tones to ensure that your Di G I C 
shutter captures every precious moment. Ы 





We recommend genuine Canon supplies 
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THE NET EFFECT 


Net users are growing at a furious pace, including in India. 


Internet Users and Population Statistics for Asia 


Asia Population 9% Рор. Internet Users, Penetration % Usage Use Growth 
Region (2006 Est) of World Latest Data (92 Population) of World (2000-05) 


Asia Only 3,667.77 54 | 380.40 104 365 | 2328 
Rest of the world, 2,831.92 | 43.6 | 66270 234 642 1686 
WOF 6,499.69 100 1,043.10 16.0 100 189.0 
























Asia Internet Usage and Population 





Use Growth 

Asia Population Internet Users Internet Users Penetration in % 
Region (2006 Est) (Year 2000) ^ LatestDatam (% Population) (2000-05) 
Afghanistan 26509 | — | 2 Eu c d 
Azerbaijan | 8.38 0.01 0.41 49 3,300.0 












Bangladesh | 136.13 


1,112.25 
221.9 
128.39 47.08 













| 71471 070 
2331 —d 5-— [ -— | & 
Korea, South | 5063 | 1904 | 3390 | 670 | 780 
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5.72 
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Macao 


Malaysia 2133 | 370 | 104 | 387 1714 
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235.0 


Maldives 1 00 0.006 002 6.4 






















Philippines 
Singapore 
Sri Lanka 
Taiwan 


85.71 

3.60 
19.63 
22.90 









Thailand 66.53 
Turkmenistan | 6.72 0.5 1,700.0 
Uzbekistan | 2631 0.007 0988 | 33 11,633.3 














Vietnam 83.94 0.20 1000 | 119 49000 
E June 30, 2006 Population and Internet users figures in million Source: InternetWorldStats.com 
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Picking Up Speed 


Dell is targeting the #1 spot in this country’s PC market. VENKATESHA BABU 


HE $56-BILLION (RS 

2,59,000 crore) Dell 

hasn’t been having the 

best of times globally. 

Slowing growth num- 
bers, missed earnings forecasts, the 
recall of 4.1 million Sony batteries 
in Dell notebooks, rumours of CEO 
Kevin Rollins’ (see “The pc Will 
Remain The Core Of The 
Company”, May 22, 2005) exit— 
the company’s cup of woes seems 
to be flowing over. Why, even the 
famous “Dell Way” of selling 
directly to the end-customer is be- 
ing questioned. 

But in India, it has been good 
news all the way. The company 
grew 64.3 per cent by volume and 
50.9 per cent by value in the second i 
quarter of the current year—the Dell Asia’s Felice and Dell India’s Anandan: Setting a scorching pace of growth 
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fastest growth rates among all hard- 
ware vendors—and is on course to 
touch annual revenues of $400 mil- 
lion (Rs 1,880 crore) by the end of 
the year. “India is now the third 
largest market in Asia for Dell after 
Japan and China. This year, we 
have grown 64.3 per cent here com- 
pared to 31 per cent in China, 
though, admittedly, from a lower 
base,” says Steve Felice, President 
(Asia Pacific and Japan), Dell Asia. 
Dell, the largest player worldwide, 
with a 19.2 per cent share of the 
global pc market, is at #4 in India 
(see Total Shipments of PCs In India). 
The probable reason: Dell’s direct 
selling model may not be working in 
a country where net penetration is 
low and buyers feel comfortable 
buying from resellers. 

Felice is quick to quash specu- 
lation that Dell is considering mov- 
ing away from the Dell Way in 
India. “There is no such move,” he 
says. For good measure, the com- 
pany has set its sights on becoming 
the market leader in the 4.8-mil- 
lion unit, $4-billion (Rs 18,480- 
crore) Indian market “just like we 
are worldwide,” adds Rajan 
Anandan, VP & GM, Dell India. As 
part of this plan, it is setting up a 
manufacturing facility in India (its 
fourth in Asia after two plants in 
Malaysia and one in China). Felice 
and Anandan refuse to confirm 
rumours that it is coming up in 
Tamil Nadu. “The plant will be up 
and running by the end of the cal- 
endar year and we intend to start 
shipping Pcs by the first quarter of 
2007; this will improve our turn- 
around times and responsiveness,” 
they say. Initially, the plant is exp- 
ected to cater to the domestic mar- 
ket, but Felice adds that it may later 
become a sourcing hub for other 
neighbouring countries as well. 
There are rumours that Chairman 
Michael Dell will visit India for the 
launch of this plant; but the com- 
pany would not confirm this. 

Incidentally, Dell India does 


Needles And PNs 





S.S. Тагароге: Taking a tough stand 


HE SIX-MEMBER TARAPORE 
Committee’s report on fuller 
capital account convertibility or 
FCAC (see Cry Freedom on page 
48), quite unnecessarily a section 
of market observers will agree, 
chose to focus ‹ on participatory 


clients who are not registered to 


invest in India. Tarapore and his 
merry men want nothing less than 
a resounding ban on PNs. Reports 
though indicate that the powers 
that be in North Block (home to 


the Finance Ministry) aren’t 


more than just sell pcs. About 90 per 
cent of its 12,000-plus workforce is 
in its technical support centres (call 
centres) in Bangalore, Hyderabad, 
Gurgaon and Chandigarh. There 
have been complaints about the 
quality of output from these centres; 
so, the company is planning to 
invest $150 million (Rs 693 crore) 
to set this right. Says Felice: “Yes, 
we have had some issues. However, 
the important thing is that we have 
quickly moved to address these. 
Independent measuring agencies 
have indicated that the results are 
already being felt and seen.” Dell is 
now expected to ramp up its 


Ban participatory notes, says the Tarapore panel. Yea, right. 


exactly amused. After all, PNs are 
estimated to account for nearly 
half of foreign inflows into the 
country. , the Ashok 


` Lahiri Committee report on lib- 


eralisation of Fil investment in 
June 2004, in fact, strongly sug- 
gested widening the scope of PNs. 
“No other country is bothered 
about this PN issue,” says a furious 
John Band, CEO, Zoom Cortex, 
which advises ЕП clients. “India 
today competes for capital in the 
global market and a ban doesn’t 
serve any purpose. ” One of the 
non-bank committee members, 
Surjit Bhalla, did dissent the PN 
ban. “A ban on PNs is what RBI 
also wants. That’s the problem,” 
argues Bhalla, Managing Director, 
Oxus Research & Investments. 
The flipside, though, is that the 
regulators are worried about the 
nature of the foreign inflows from 
unregistered participants. 
However, the market’s further 
northward movement in the days 
subsequent to Tarapore’s report 
only indicated how seriously 

investors 
ANAND ADHIKARI 


numbers to 20,000 employees by 
2008. And it will hire not just for its 
call centres—its sales arm has tripled 
in size over the last nine months 
to 600 people; this is expected to 
double over the next nine. Its Indian 
R&D team of 300—its largest R&D 
team outside of its main facility in 
Austin, Texas—is also expected to 
double by the end of the year. 

Anandan says Dell’s India strat- 
egy revolves not just around PCs. 
“We are growing in servers, printers, 
services and storage as well and will 
continue to focus on all of them.” 

That means the competition has 
been put on notice. 
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Cry Freedom 


Another route map on CAC 
raises the same old fears. 


To ROADMAP IS WELL LAID OUT, 
but the signposts are missing. 
That’s how the second Tarapore 
Committee report on fuller capital 
account convertibility (FCAC) can 
be best described. САС involves the 
freedom to exchange domestic cur- 
rency with other international cur- 
rencies and vice versa. A few 
months ago, Prime Minister 
Manmohan Singh, in a speech at a 
Mumbai function, hinted at the 
need to revisit FCAC in the light of 
buoyant economic conditions. Y.V. 
Reddy, Governor, Reserve Bank 
of India (RBI), took the cue and 
got retired banker S.S. Tarapore to 
pen down a report—Tarapore has 
a bit of experience on formulating 
theses on CAC; he wrote a tome 
on it in 1997, but most of his rec- 
ommendations were duly dumped 
by the mandarins on Mint Street. 
His new 204-page opus may not 
fare much better. 

One of Tarapore’s precondi- 
tions for moving into CAC in 1997 
was fiscal management, but many of 
those milestones haven’t yet been 
reached. The target set by the 
Tarapore Committee was a reduc- 
tion in the fiscal deficit as a per- 
centage of GDP (gross domestic 
product) from a high of 5 per cent 
in 1997 to 3.5 per cent by 1999- 
2000. In 2006, the fiscal deficit is 
still at 4.1 per cent. The target set 
for the cash reserve ratio (CRR) was 
3 per cent, but still CRR rules at 5 
per cent. Gross NPAs (non-per- 
forming assets) needed to settle at 5 
per cent. Today, that figure is a 
tad higher at 5.2 per cent. 

A few of the old fears have been 
once again touched on—like, for 
instance, the flight of capital over- 
seas. V.P. Singh, Director at Deloitte 
Touche Tohmatsu India, argues that 
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Source: RBI appointed Tarapore Committee Report 2006 


India is attracting capital from all 
over the world. “I don’t see any 
reason why the capital would fly 
out in a CAC regime. In fact, the 
capital movement coupled with sus- 
tained economic development will 
take care of the fiscal deficit in the 
longer run.” The report says while 
the reserves of $164 billion (Rs 
7,70,800 crore) will be comfort- 
able to take care of external liabili- 
ties, there are concerns about the 
coverage of debt on short term 
debt, including suppliers’ credit. 
“Given the restrictions today, the 
reserves look adequate, but the real 
test will be when you open up the 
market,” points out J. Moses 
Harding, Executive Vice President, 
IndusInd Bank. 

In a CAC regime, the committee 
has ambitiously suggested the min- 
imum shareholding of the govern- 
ment in leading public sector banks 
should go down from 51 per cent to 
33 per cent. Did you need another 
FCAC report to tell you that? 

ANAND ADHIKARI 





BESS Se 
The KP Effect 


Heads that ‘played’ a role in 
the 2001 scam have rolled. 


Do HAD THE ROAD SHOWS 
begun to rumble than Lotus 
Mutual Fund suffered a major set- 
back last fortnight, when Sandip 
Sabharwal, Chief Investment Officer 
(Equity) quit the organisation. 
Reason? The Central Bureau of 
Investigation (CBI) filed a charge- 
sheet against him, as well as his for- 
mer colleagues who comprised the 
investment committee at SBI Mutual 
Fund, for his alleged role in the 
stock market scandal of 2001. CBI 
after its investigation also charge- 
sheeted Niamatullah, the former 
MD of SBIMF and 32 others, including 
Rajat Jain, CIO, Principal PNB Mutual 
Fund; Ajay Bodke, Fund Manager, 
Standard Chartered Mutual Fund; 
and Sabharwal before the sessions 
court. The case pertains to the 


What do India’s leading power companies 
have in common. 
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e Engineering brilliant solutions for distribution networks. 
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e High focus on quality and on time delivery to avoid cost overrun for projects. 
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SBIMF's Niamatullah: In CBI's net 


purchase of shares of Padmini 
Technologies (formerly Padmini 
Polymers) by sBiMF during the sec- 
urities scam of 2001. The case will 
come for hearing on September 8. 
The alleged lynchpin of the stock 
fraud is, of course, Ketan Parekh, 
and Padmini Technologies is just 
one of the many stocks he is alleged 
to have manipulated. The SBIMF 
investment committee is said to 
have bought 22 lakh shares of 
Padmini Technologies through an 
off-market purchase at Rs 165 each 
in February 2000 from kp-controlled 
firms. The deals were allegedly in 
violation of stipulated norms and 
ended up making a loss of Rs 60 
crore in SBIMF's books when the 
stock price subsequently plunged. 
Other companies implicated in 
the KP fraud by a Joint Parliamentary 
Committee set up to throw light 
on the scandal include business 
groups like Adani, HFCL, DSQ, Cadila, 
Essel, Kopran and Nirma, who are 
said to have funded кР during the 
January 2000-April 2001 period. 
The amount outstanding from KP 
to these entities is over Rs 1,237 
crore. Little has been proved so far, 
though. KP is banned from the cap- 
ital markets, but enquiries by sundry 
agencies against him are still under 
way. But the bit players are now 
beginning to pay the price. 
MAHESH NAYAK 
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2006 


High NPAs, 
High Interest 


Everybody likes a bank in the 
red (except its depositors). 


HERE’S VALUE EVERYWHERE THESE 

days, including in down and 
out banks. You can’t help, but get 
that feeling after seeing the queue of 
banks that threw their hat into the 
ring for the ailing United Western 
Bank (UWB). Last fortnight, the 
Reserve Bank of India put the private 
sector bank under moratorium till 
December 1, 2006 in a bid to protect 
the interest of depositors. At the 
time of writing, at least five banks, 
ICICI Bank, Federal Bank, Canara 
Bank, Andhra Bank and Allahabad 
Bank had evinced interest in UWB. 
ICICI Bank, which was quick off the 
blocks in showing interest in the 
70-year-old UWB, appears the most 
probable winner, reckon analysts. 

But why on earth would any- 
body want UWB, you might well 
wonder. The Satara-headquartered 
bank, which had deposits of Rs 
6,480 crore against advances of Rs 
4,006 crore in 2005-06, had racked 
up losses of close to Rs 100 crore in 
each of the past two financial years. 
The net non-performing assets (NPAs) 
stand at 5.66 per cent, which com- 
pares poorly with its peer group’s 
figure of just 1.97 per cent. The 
bank’s capital adequacy ratio, too, 
turned negative at 0.3 per cent as 
on June 30, 2006 (the regulatory 
minimum is 9 per cent). “This has 
jeopardised depositors’ interest. 
The bank was also unable to come 
up with any credible plan to raise 
fresh capital,” notes RBI in its mora- 
torium notice. 

Yet, ICICI and the clutch of 
other banks sniffing around UWB 
have good reasons to do so. The 
bank has a strong branch network 
of 230 branches in small towns, a 
dozen extension counters and 75 


UMESH GOSWAMI 


ATMs (automated teller machines). 
At a time when rural, and small & 
medium enterprise (SME) lending is 
growing by leaps and bounds, 
acquiring UWB, infusing capital in 
it and turning it around make 
ample sense. That UWB can access 
low-cost funds in a progressive 
state like Maharashtra only en- 
hances its appeal. 

In the meanwhile, as nervous 
depositors queued up outside the 
bank branches to recover their 
money, the half-a-lakh shareholders 
in UWB had to brave a stomach- 
churning crash in the stock price 
(although some brave punters bet- 
ting on a seamless acquisition did 
somewhat salvage the stock). RBI 
may have slapped the moratorium 
order ostensibly to protect depositor 
interest, but there's little it can do to 
allow them (and investors) to sleep 
better in the immediate term. 


ANAND ADHIKARI 





UWB: In the eye of a storm 
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DLF’s IPO 
Blues 


Minority shareholders spook a 
$3-billion mega issue. 


HEN DLF LTD WITHDREW ITS 

draft herring prospectus in 
end-August, it raised as many eye- 
brows as it did when it filed the 
document in mid-May, when it 
planned to raise all of $3 billion 
(roughly Rs 14,100 crore) and a 
valuation of Rs 1,35,000 crore was 
bandied about. The reason given 
by the company is that it had to 





DLF Group's Chairman K.P. Singh: Facing the realty? 


Diversifying Into Disaster? 


Rather than hedging risks, ONGC might be raising them. 


Qn 


‘If against the vagaries 


But how sound have been some of 
the decisions involving these new 
businesses? Consider: ONGC has 
chosen to award contracts worth 
Rs 700 crore for its petrochemical 
unit in the Dahej sez even before 
signing up a fuel source. 
Implication: Doubling of the fuel 
plant cost to around Rs 1,000 
crore. Here’s why: The main 
petrochem unit will operate on 
gases that are sup- 
plied from an in-house ‘extrac- 
tion’ plant that quite literally cur- 
dles the ‘rich’ gas that is sourced 
from its supplier, Petronet LNG 
Ltd (PLL). Only that it has yet to 
sign an extraction agreement with 
PLL that takes back the ‘lean’ gas 
after the extraction process. AL 
has recently written to ONGC stat- 
ing that it would require to erect 
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an additional tank (costing $100 
million or Rs 470 crore) to house 
‘rich’ gas, since, into the future, it 
cannot assure quality. ONGC is 
now revisiting the economics of 
the project—whether to extract 
propane and butane (that go 
towards production of LPG or 
liquefied petroleum gas) or settle 
for just the lower extracts (that 
goes towards production of 
petrochemicals). 

Another diversification that 
could turn sticky is ONGC subsidiary 
Mangalore Refineries and 
Petrochemicals Ltd's (МЕР!) pitch to 
set up a 7.5-million-tonne 
in Barmer, Rajasthan, near Cairn 
Energy's oil find. The reason: The 
faulty underlying assumptions that 
half the crude oil for the project 
would be available for the life of 
the refinery at a charitable $27 
(Rs 1,269) per barrel! 

R.S. Sharma, Chairman and 
Manging Director, ONGC, main- 
tains; “All diversifications will be 
pursued from the point of view of 
viability. Nothing else.” 

BALAJI CHANDRAMOULI 


update the prospectus with the lat- 
est financial information. “The 
updated prospectus will have the 
results from the September 30 quar- 
ter also. We expect to file the 
revised prospectus around mid- 
October,” says Saurabh Chawla, 
Senior Vice President (Finance). 
However, DLF’s prospectus 
wasn’t cleared by the Securities and 
Exchange Board of India (SEBI) since 
DLF’s minority shareholders had 
complained to the regulator that 
they were not allowed to participate 
in the company’s rights issue that 
took place in September 2005. 
Following this rights issue, the hold- 
ing of the promoters in DLF Ltd 
was up to 99.5 per cent. Chawla 
says the matter is sub-judice and 
that his company had put forth its 
point of view to the Ministry of 
Company Affairs. “We are waiting 
for a decision from the ministry.” 
According to Chawla, DLF Ltd 
has added around 10-12 projects 
from the time the prospectus was 
first filed with sEBi. “One of them 
is the development of the 
Dankuni township in Kolkata, 
which will be over 5,000 acres 
of land,” he says. So, should we 
expect an even higher valuation 
the next time around? 
KRISHNA GOPALAN 
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Can Moto Get 
Its Mojo Back? 


Roti, kapda, makaan, Nokia, 
Samsung—and Motorola. 


ACK IN THE MID-908 WHEN THE 

Indian telecom revolution was 
about to take flight, Motorola was 
the undisputed King of the Hill 
with dominant market shares in 
two-way radios and pagers. Even 
when the mobile revolution began 
in late 90s, Motorola was a key 
handset provider. Then, somewhere 
down the line, as Motorola globally 
grappled with problems such as the 
botched Iridium satellite phone 
project, it lost the plot in India 
(though it continued to be on the 
ball in China). 

Despite being one of the first 
American companies to invest in 
an offshore technology centre in 
India back in 1991—an investment 
that is reaping huge benefits for 
the company till today—sales of 
consumer handsets have been 
abysmal. So much so that by the 
end of the 2005-06 fiscal (according 
to data published by CyberMedia) 
the company’s sales actually shrunk, 
to Rs 507 crore from Rs 755 crore; 
market share touched rock bottom 
at 3.6 per cent, placing Motorola at 
a distant fifth in the market. 

Sales might have been even 
worse had the company not begun 
its slow but steady resurgence, 
which started a year ago when Ed 
Zander, CEO, Motorola, visited 
India. Not only did Zander make 
the company’s Gurgaon office the 
regional headquarters (looking after 
the subcontinent, South-East Asia, 
Africa and the Middle East), his 
visit also precipitated a hiring spree. 
“95 per cent of the employees in 
this company have joined in the 
last one year, many in the last six 
months,” jokes Sudhir Agarwal, 
Director Sales, Motorola India, who 
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counts himself and his Marketing 
counterpart Lloyd Mathias in that 
large number. 

Currently, according to unoffi- 
cial data, the company has a market 
share of around 12-13 per cent in 
the handset market (Motorola offi- 
cials are cagey about figures, but 
confirm that the company is back in 
double-digit territory) and is vying 
with Samsung for the ‘best of the 
rest’ award, as Nokia still domi- 
nates the market. According to 
Mathias, who was formerly with 
PepsiCo India, the company has 
adopted several models to get more 





points (read: retail outlets) quadru- 
pled,” Mathias says. New models 
were also brought into the line-up 
and prices of existing models 
slashed; a basic Motorola RAZR now 
costs a quarter of its launch price. 
More importantly, the company 
also aggressively began tying up 
with operators. 

“We have deals with most major 
operators”, Agarwal points out, and 
most of these are for entry-level 
handsets in the sub-Rs 2,000 range. 
“This helps us because operators 
have a massive reach. In up East, 
for example, whenever Hutch 


VIVAN MEHRA 


Motorola's Agarwal (left) and Mathias: They've hit the market with a vengeance 


and more consumers to purchase 
products. “When we joined 
Motorola, there were almost no 
products in the market. We had 
three models, including the RAZR 
which cost something like Rs 
40,000 then (it costs just Rs 9,000 
now). We needed to beef up our 
model line-up as well as get a better 
distribution strategy in place,” says 
the Director Marketing. 

A tie-up with Bharti Teletech 
was inked that made the Rakesh 
Mittal-run company a distributor 
for Motorola products. “Overnight, 
the number of Motorola touch- 


expands its network, our C117 
phone which is bundled with a 
Hutch connection is integral to that 
expansion because even if 40 per 
cent of their dealers sell our phone, 
that is a tremendous reach. In 
Kerala, as Idea Cellular is rolling 
out further during Onam, the C114 
will play a critical role. So you have 
to realise that market share is not all 
about RAZRs, SLVRs and PEBLs,” 
Agarwal points out. Motorola India 
is also expected to tie-up with state- 
owned Bharat Sanchar Nigam Ltd 
(BSNL) for selling bundled phones 
as the operator is about to roll out 





its massive new network. 

In addition, Agarwal also men- 
tions Motorola’s other major ini- 
tiative, in rural India with tie-ups 
with DCM-Shriram and irc. “The 
Hariyali and e-Choupal markets in 
north India and the N-logue mar- 
kets in southern India will give us 
access to thousands of villages. And 
in our research we realised that 
these villagers wanted brand new 
phones, not repackaged second- 
hand phones," adds Agarwal. 

But the RAZRs, SLVRs and PEBLs 
do help, especially in urban areas 
where churn rates are increasing. “It 
would be fair to say that we have 
made these handsets fashion sym- 
bols," Mathias chuckles. *We've 
used Abhishek (Bachchan) quite 
well as our brand ambassador and 
that has helped us tremendously. 
But more importantly, we have tied 
up with GE Money and that allows 
us to sell phones on monthly 
installments. No other phone man- 
ufacturer does this." 

Both Mathias and Agarwal 
realise that a few good months 
don't make a summer, and catching 
up with the monster that is Nokia 
will not be easy. But Motorola India 
Chairman Firdose Vandrewala 
believes that even more exciting 
times are to come for the company, 
*We have just started. Our objective 
isn't to be just another multina- 
tional, we at Motorola India have to 
make Motorola relevant to India 
and India to Motorola. We might 
have improved our market pres- 
ence and our devices on the market, 
but we have to do more. The 
mantra of the future for us should 
be Roti, kapda, makaan, mobile. 
We have to continue to focus on 
connecting the unconnected." 

KUSHAN MITRA 


Target-ing India 


US retailer to step up IT and merchandise sourcing 


que IS ANOTHER VOTE OF 
confidence for the captive out- 
sourcing model in the Indian rr 
industry. The $52-billion (Rs 
2,44,400-crore) Target Corporation, 
plans to utilise Indian rr skills to 


improve efficiencies at its 1,300- 


plus stores in the us. 
Says Janet Schalk, Senior УР 
& cio of Target: *We will 


continue to work selectively with — 


Indian vendors (like Tcs, Wipro, 
etc.), but most of the top-end 
work—like applications develop- 
ment to support and mai 


maintenance, 
business analytics, pay by cell _ 


phone technology, interactive 
kiosks and RFID—will be done at 
the Bangalore-based Target 
Technology Services India (rrst).” 

Trsi plans to take its workforce 
to 1,200 over the next 18 months 
from the current level of 280. 





Fast Food, 
Faster Growth 


No beef, a dash of health 
and dollops of innovation. 


DLI SAMBAR, WADAS AND CHAAT 
Ton have still not made way for 
burgers, chicken lollipops and 
stretchable cheese, but that would 
appear to be the goal of three big 
global fast food brands in India. 
McDonald's, Krc and Pizza Hut, 
which collectively have some 350 
outlets across the country, plan 





Change to sheer presence. 





TTSI's Schalk: Her next target is India 


Adds Lalit Ahuja, MD, тты: “We 
will now handle mission critical 


гла Cnet Teen 
sourcing of apparel, sheets, towels 
and small accessories from India. 
The target this year: $500 million 
(Rs 2,350 crore), up 100 per cent 
over last year’s figure. 
VENKATESHA BABU 


to add another 110 by the year- 
end alone. McDonald’s will open 
another 30 (taking its total to 
125), Yum Restaurants, which 
owns the Pizza Hut and КЕС fran- 
chises in India, will have another 
40 outlets (currently 125 Pizza 
Hut and 17 КЕС), and there’s also 
Domino’s Pizza, which with 40 
additional outlets, will have a 
total of 165 stores nationwide. 
A decade after these brands 
set foot in India, they appear to 
have made some progress. “The 
key has been understanding that 
India is a value market, where it is 
important to localise the menu to 
suit Indian tastes and absolutely 








Yum Restaurant’s Mediratta: New menu 


essential to have a variety for the 
35 per cent vegetarian popula- 
tion,” says Arvind Mediratta, 
Chief Marketing Officer, Yum 
Restaurants, whose company has 
seen a 40 per cent growth over the 
last four years. The next 10 years 
will see the companies adding out- 
lets and grabbing the explosive 
opportunity arising from the 
increasing number of malls and 
the growing trend of eating out in 
India. “At McDonald’s, we have 
spent Rs 800 crore and 10 years 
laying the foundation, in terms 
of establishing the supply chains, 
distribution networks and building 
a talent pool. The next 10 years 
will see various product innova- 
tions on the menu and also a 
complete revamp of our current 
outlets,” says Amit Jatia, Managing 
Director, Hardcastle Restaurants, 
which has a joint venture with 
McDonald’s for the southern and 
western markets in India. 
Innovations there have been 
aplenty, without straining con- 
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sumer purse-strings. While two 
pieces of KFC's chicken sold for Rs 
60 about 10 years ago, today they 
sell at a minuscule increase of Rs 5. 
McDonald's, meanwhile, has not 
increased prices since three years, 
“despite the fact that input costs 
have hit the roof in that time," 
says Jatia. Pizza Hut has launched 
a Rs 50 pizza, the Rs 75 treat (a 
combination of soup, pizza and 
ice-cream) and Domino's Pizza has 
launched the Fun Meal for four 
for as low as Rs 180. 

To keep pace and be in control 
of the ‘fast food equals junk food’ 
debate that threatens to derail 
business, the companies have 
diversified quickly to include 
‘healthy’ products in their menus. 


: While Pizza Hut has added sal- 


: ads and pastas and lemonade for 


those who don’t want to eat pizza 
or drink carbonated beverages, 
McDonald’s says its milks shakes 
take care of 60 per cent of a 
child’s per day calcium need and 
its ice-creams are the lowest in 
fat content at 3 per cent. “From 
the very beginning we had no beef 
or pork on the menu. Very soon, 
we will be doing innovations at 
our outlets which will enable chil- 
dren to exercise to promote the 
concept of healthy living,” says 
Jatia. Now some parents could 
do with that too. 

SHIVANI LATH 


SEBI's new class: A place to clear your stock market fundas 





Schools for 
Stock Brokers 


SEBI and the exchanges are 
launching training institutes. 


T'S A NEW REVENUE STREAM FOR 
[а market players—from the 
regulator to the stock exchanges 
themselves to rating agencies and 
broking firms. All of them are cash- 
ing in on the boom in the market, 
and the consequent public interest 
in it, to offer courses in stock pick- 
ing and trading. 

The Securities and Exchange 
Board of India (SEBI) is setting up 
the National Institute of Securities 
Market (NISM). *We've struck a deal 
with the Maharashtra government 
and have already acquired a 60- 
acre plot at Patalganga, near Panvel 
in Mumbai for building the insti- 
tute," says a SEBI spokesperson. It has 
also roped in G. Sethu, Professor at 
the Indian Institute of Capital 
Market, a training institute for stock 
market intermediaries, to design 
and implement the curriculum. The 
catchment area: India and the neigh- 
bouring countries. 

The Inter-connected Stock Exc- 
hange (ISE), meanwhile, launched 
its training institute, ISE Training 
and Research Center, at the exch- 
ange in Vashi, Navi Mumbai, six 
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months ago. And it already accounts 
for 5-8 per cent of the exchange’s 
total revenues. Says V. Shankar, 
Managing Director, ISE: “The train- 
ing institute is expected to generate 
20-25 per cent of our revenue in 
three years.” 

Similarly, rating agency Dun & 
Bradstreet (D&B) also expects its fin- 
ancial education services (FES) busi- 
ness to account for 12-15 per cent 
of its projected 2006 revenues of Rs 
50 crore. “We expect the revenues 
in financial education service to 
grow exponentially—at 50-80 per 
cent per year. Having said that, FES 
is much more than just a revenue 
business line; it is our contribution 
to Indian financial markets,” says 
Manoj Vaish, President & CEO, 
India, D&B, who says only 2-3 per 
cent of the country’s requirement of 
100,000 trained stock market pro- 
fessionals is now being met, thus, 
creating a massive backlog of pent- 
up demand. “Rapid changes are 
taking place in the securities mar- 
ket; so there is a huge need for 
quality programmes that will 
upgrade skill and knowledge of 
investors,” says Shankar. 

The National Stock Exchange 
(NSE) and the Bombay Stock 
Exchange (BSE) have also been con- 
ducting training programmes for 
for the past eight and 15 years, 
respectively (the former offers only 
online programmes). The BSE 
Training Institute has also launched 
courses on international financial 
markets at centres in Seoul, Hong 
Kong, Shanghai, Singapore, 
Manila, Kuala Lumpur and 
Bangkok, in addition to the ones it 
conducts in Mumbai. 

The budding stock broker is 
clearly spoilt for choice. 

MAHESH NAYAK 


Team Game? 


Sony and Ten Sports are in a huddle. 


Entertainment Networks? *A 
50:50 joint venture is being talked 
Bukhatir's Bukhatir Investments 
is the owner of Taj) is not willing 


With bidding rates for cricket 


properties sky-rocketing, Ten . 
Sports is said to be looking for а 


кесе т 
erty, on the lines of the Star 
Network’s Star Sports and ESPN. ~ 


There’s also talk in investment 
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Subscription to your favourite 
channel is cheaper now. 


OME JANUARY 2007, OVER 50 

million cable TV households in 
four metros will have the right to 
choose what they wish to watch. 
And that comes at a throw away 
price of just Rs 5 per channel per 
month; the bouquet of 30 free-to-air 


` tions look attractive. Both Sony 
jor- and Ten Sports refused to com- 


ment when contacted by BT. 
Analysts point out that a 50 per 
cent stake would cost Sony around 
$50-60 million (Rs 235-282 crore), 
with Ten Sports valued at $100- 
120 million (Rs 470-564 crore). 
Now how much would that prop 
up Sony’s valuation by is a mil- 


lion dollar question. 


AHONA GHOSH 


Sony's Dasgupta: High stakes 





(FTA) channels (including the ones 
from Doordarshan) will cost view- 
ers Rs 77 per month. 

Customers used to paying a fixed 
tariff of Rs 250 to Rs 350 for over 
100 channels, comprising pay as well 
as FTA, have indeed little reason to 
fuss about the new order from the 
Telecom Regulatory Authority of 
India (TRAD under the new condi- 
tional access system (CAS). But TV 
broadcasters are fuming as their 
subscription revenues will plunge. 
Competition for advertising revenues 
is cut-throat, and that 15-20 per 





Change to the next level. 








CAS, tariffs and more: The consumer is king again 


cent that would accrue from sub- 
scription is considered a stable inflow 
by most broadcasters. Not any more. 

Ashish Kaul, Senior Vice- 
President of Zee Network, fumes 
that the price fixed by the TRAI is too 
low and there is no need to regulate 
the cable pricing. 

“The cable industry has done 
very well in a self-regulation regime 
in the past 16 years,” believes Kaul. 
Ditto, say the cable operators, who 
earn 95 per cent of their revenues 
from subscription. Meanwhile, in a 
knee-jerk reaction, the stock prices 
of broadcasters like NDTV, Television 
Eighteen, Sun Tv and, Zee 
Television plunged by around 2.5 
per cent at the time of writing. 

The flip side, though, is that CAS 
might not be such a bad thing after 
all. Says S. Swaminathan, Vice 
President, IDBI Capital Market 
Services: "Better transparency will 
eventually translate into better rev- 
enue numbers for broadcasters in 
the longer run." If a section of cable 
operators is unhappy, point out ana- 
lysts, it's because Cas will hit their 
undisclosed revenues, as they are 
notorious for under-declaring sub- 
scription numbers to broadcasters. 
However, the National Cable & 
Telecom Association, the lobbying 
body for cable operators; has come 
out in support of CAs. *CAS will clear 
the air on under-declaration. We 
have nurtured the cable industry for 
one and a half decade and we are in 
favour of transparency," adds Bharat 
Hirwani, мр of Win Cable 
Entertainment, a multi-service ope- 
rator that has over 2 lakh customers 
in the Mumbai suburban areas. 

Broadcasters may be unhappy 
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about the low pricing, but analysts 
point out that if under-declaration by 
operators stops, channels will actually 
gain by way of higher subscriber 
numbers, which will translate into 
more advertising revenues. Clearly, 
CAS isn’t quite the bogey that it is 
being made out to be in certain quar- 
ters, but it remains to be seen 
whether broadcasters will allow the 
system to take off in the new year. 
ANAND ADHIKARI 





Regulator’s 
Wrath 


SEBI slaps cement giant Holcim 
with its highest ever fine. 


S THE REGULATOR FLEXING ITS 
E like it's never done before, 
or has the culprit this time sinned 
like none before? The answer is a bit 
of both. Last fortnight, when the 
Securities & Exchange Board of 
India (SEB!) slapped Holcim with a 
Rs 25 crore penalty—it's highest 
ever fine, reveal SEBI officials—the 
Swiss cement giant which is a rela- 
tive stranger to India might well be 
wondering what it has run into. 
After all, SEBI penalties rarely go 


Poverty Down In South Asia 


ILO report paints a mixed picture. 





Fall in poverty: Life's better now 


"qu GOOD NEWS FIRST: THE 
number of people living on 
less than $1 a day in South Asia 
has dropped from 40.9 per cent in 
1990 to 28.4 per cent in 2003, fu- 
elled substantially by the Indian 
growth story, says a report re- 
leased in August by the 
International Labour Organisation 
(ILO) (see Asia: Decent Work 
Opportunities on Page 36). In 
other words, India's economic lib- 
eralisation process does seem to be 


making a positive impact on the 
lives of India's poor. 

"The report bears out the ob- 
to more employment opportuni- 
ties; and as this trend gathers mo- 


, mentum, the rate of decline in 


z poverty levels will accelerate,” 
2 says Vivek Bharti, Advisor, 
= Federation of Indian Chambers 
= of Commerce and Industry. 

This report contradicts the oft- 
repeated Leftist peeve that eco- 
nomic reforms have benefitted 
only the rich and increased the 
level of poverty in the country. 

However, despite the im- 
remain depressing. If the poverty 
level is redefined as $2 (Rs 94) a 
day, the number of people living 
below it in South Asia would come 
down from 85.4 million in 1990 
to 75.7 million in 2003. The rem- 
edy: more reforms. 

KAPIL BAJAJ 


beyond Rs 1 crore—Citibank 
recently was fined Rs 1 crore for 
issuing offshore derivative instru- 
ments to overseas corporate bod- 
ies—and more often run into a few 
lakh. This time, though, Holcim’s 
failure to comply with SEBI takeover 
guidelines has earned the wrath of 
the regulator. Evidently the cement 
major failed to make an open offer 
in Everest Industries following its 
acquisition of 35-odd per cent in 
АСС (where it did make an open 
offer); АСС holds 76 per cent of 
Everest. In January 2005, Holcim 
had bought a 13.82 per cent stake in 
Acc from Ambuja Cement India, 
and subsequently for getting a con- 
trolling stake, came out with an 
open offer for acquiring 50.01 per 
cent stake in АСС. (Holcim could 
manage to go up to just 34.72 per 
cent). What Holcim should have 
also done is to make another offer 
for Everest within three months, 
which it failed to do. 

But isn’t Rs 25 crore a bit 
excessive, given SEBI's past record 
with penalties? Evidently not, as 
the other option for non-compli- 
ance of the takeover code—as well 
as for insider trading—is either Rs 
25 crore or three times the profit 
made. Holcim's case is that Everest's 
asbestos business is of no interest to 
it (globally it has resolved to stay 
away from asbestos) and hence the 
question of garnering more shares in 
that company—and hence the ques- 
tion of making a profit—does not 
arise. That obviously hasn't cut 
much ice with the regulator (which 
would have slapped an even heavier 
punishment if Holcim was inter- 
ested in Everest and had not made 
the open offer). Over to the 
Securities Appellate Tribunal? 

MAHESH NAYAK 
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Comfort In 
Numbers 


Is a Volvo-Ashok Leyland 
alliance in the works? 





Swiss major Volvo: On expansion mode 


OLVO HAS FOR LONG BEEN MAK- 

ing statements that India and 
China are important markets for 
it, and if the right opportunities 
present themselves, expansion was 
definitely in order. Volvo also has a 
huge stockpile of cash (roughly Rs 
20,000 crore) and is under pres- 
sure to return some of it to share- 
holders. Recently it bought into 13 
per cent of the shares of Japanese 
truck manufacturer Nissan Diesel 
from Nissan. Volvo and Nissan are 
reportedly looking at working 
together in China, where Nissan 
Motor owns 50 per cent of 
Dongfeng Motor, China's largest 
trucks producer. Back home, 
Volvo's ambitions are restricted be- 
cause it has a presence in the pre- 
mium segment, which is just 1,200 
units a year (as against the market 
for commercial vehicles, which is as 
large as 268,000 units). Volvo's 
products are arguably superior to 
both leader Tata Motors and Ashok 


УМҮҸ Livi 


Leyland, but it can't make headway 
because those products cost more. 
So, what should Volvo do if it is 
keen to enter the Indian mass mar- 
ket? Should it partner with Ashok 
Leyland of the Hindujas, the # 2 cv 
player in the country with a 27.8 per 
cent market share? Leyland has a 
sales target of 75,000 vehicles for the 
current year. Leyland is also target- 
ing exports of $100 million (Rs 470 
crore) worth of components over 
the next three years. With a turnover 
of Rs 5,200 crore, an asset base of 
Rs 2,300 crore and zero borrow- 
ings, Leyland is a name to reckon 
with. However, its market share has 
been on a decline in cvs, from 
around 35 per cent in January 2004. 
The company has been ringing in the 
changes, by first exiting an alliance 
with Iveco (which also was a 15 per 
cent stakeholder), and making an 
attempt to acquire Czech truck 
maker Avia. Now, will an alliance 
with Volvo provide Leyland with 
an edge back home? Ashok 
Leyland's spokespersons decline to 
actively comment, saying: “This is a 
matter between the shareholders". 
The Hindujas are the largest share- 
holders with 51 per cent stake in 
the company through Land Rover 
Leyland International Holdings. 
Analysts feel the deal would accrue 
well for Ashok Leyland. Volvo is 
the largest truck maker in the us, 
and the second largest in Europe. 
Leyland also stands to gain from 
Volvo technology as its trucks aren't 
exactly in the hi-tech class. And 
Volvo for its part gets a chance to 
address a larger market. Clearly, if 
taking on leader Tata Motors is the 
objective, then Leyland plus Volvo 
stand a better chance than any one 
of them on their own. 
NITYA VARADARAJAN 





Change to sportiness. 
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Win-Win-Win 
All constituents in the Matrix- 
Mylan deal are content. 


LITTLE OVER TWO MONTHS AGO, 
А: was dismissed as “incorrect 
and baseless.” Last fortnight, Matrix 
Laboratories and Mylan Labora- 
tories finally put the mounting spec- 
ulation to rest when they jointly 
announced that the $1.24 billion 
(Rs 5,828 crore) Us pharma major 
would buy out a controlling stake in 
the Rs 1,159 crore Hyderabad drugs 
company. Mylan will acquire up 
to 71.5 per cent of Matrix shares 
outstanding for Rs 306 per Matrix 


Medicine Man 





Matrix's М. Prasad: Looking forward to drawing on Mylan's strengths 


share. Mylan will purchase 51.5 
per cent of Matrix’s shares out- 
standing pursuant to an agreement 
with certain selling shareholders 
and will make an “open offer” to 
Matrix’s remaining shareholders to 


A Hyderabad entrepreneur is setting up a chain of pharmacies. 


1 A BUSINESS NONE OTHER THAN 
Anil Ambani is reported to be 
eyeing, but down south in 
Hyderabad, a lesser known entre- 
preneur has been quietly going 
about the task of creating a chain 
of branded pharmacies. Dr 
Madhukar Gangadi, СЕО and 
Founder, Optival Health Solutions, 
flagged off his first store in 
February 2006, aptly called 
‘Aushadhi’ (a Sanskrit word which 
translates into drug/medicine in 
English). Today Gangadi has 53 
such stores—47 of which were 
opened in February in Hyderabad. 





60 BUSINESS TODAY SEPTEMBER 24 2006 


Now, the graduate from Wharton 
Business School is planning to add 
22 more stores in Hyderabad and 
another 30 in Bangalore by 
October; after that Gangadi will hit 
Mumbai and Delhi. “Our goal is to 
reach 20 cities with 2,000 stores in 
two years,” gushes Gangadi. 


low-cost specialty stores. His cost 
of setting a store is just Rs 2 lakh, 
and he’s raised Rs 9.3 crore from 
friends and family, of which he 
has invested Rs 7.5 crore. “The 
difference between the rate at 
which we buy and the MRP is 25 to 
30 per cent on an average and we 
offer a 6.4 per cent discount at 
which we are able to break even at 
the store level.” Once he is able 
to reach 350 to 400 stores (as per 
plans in six months) Gangadi féels 
an 8-10 per cent net margin is pos- 
sible. Once the chain touches 100 
stores (by October), turnover would 
have doubled to Rs 24 crore. The 
Veecees must be watching. 

Е. KUMAR SHARMA 


acquire up to an additional 20 per 
cent. Assuming the open offer is 
fully subscribed, the total purchase 
price is expected to be approxi- 
mately $736 million (Rs 3,459 
crore). Matrix will remain a publicly 
traded company in India. 

“I think it is a good deal with a 
winning combination of a good 
market presence and a strong back- 
end,” says G.V. Prasad, Executive 
Vice Chairman and CEO, Dr Reddy's 
Laboratories. Mylan has a strong 
reputation with wholesalers in the Us 
but is not vertically integrated; 
Matrix, with its manufacturing cap- 
abilities, provides value-addition to 
that extent, elaborates Prasad. 
What's more, Matrix has a Euro- 
pean presence which Mylan does 
not have. Prasad's upshot: Mylan 
plus Matrix results in the birth of a 
company with a global platform. 

N. Prasad, Executive Chairman 
of Matrix, who will join Mylan's 
Board of Directors and Executive 
Management team, says: *The add- 
itional financial resources Mylan 
brings us will also allow us to fur- 
ther enhance Matrix's capabilities in 
manufacturing and product devel- 
opment. We can also expand the 
portfolio of Docpharma (Matrix's 
European subsidiary which was acq- 
uired in October 2005) and our 
presence across Europe. We look 
forward to drawing on Mylan's 
strengths to advance our anti-viral 
initiatives, as we believe bringing 
these products to patients at lower 
costs is critical." Prasad, who 
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currently owns 17.1 per cent of 
Matrix’s shares, will hold 5 per 
cent once the transaction is con- 
cluded. The private equity firms in 
Matrix, Temasek (Mauritius) and 
Newbridge Capital, which hold 
12.8 and 25.33 per cent, respec- 
tively of the Hyderabad company, 
have agreed to purchase newly- 
issued shares of Mylan stock with a 
portion of the funds they receive. 
Newbridge has agreed to invest 
approximately $93 million, and 
Temasek approximately $46 mil- 
lion, with Prasad himself pumping 
in another $25 million, each at a 
price of $20.85 (the average of 
Mylan’s closing share price for the 
10 trading days prior to the ann- 
ouncement of the transaction). They 
can afford to do so. Temasek and 
Newbridge’s total investment to the 
tune of Rs 608 crore will now be 
worth a cool Rs 1,760 crore and 
Prasad would be richer by around 
Rs 550 crore. Not bad at all. 

E. KUMAR SHARMA 


NPAs: A Fine 
Balancing Act 


The bad debts of Indian banks 
are shrinking. 


F YOU ARE ONE OF THOSE CONCER- 
E about the rather belligerent 
retail lending thrust of most Indian 
banks, the good news is that their 
bad debts are coming down. For 
the year ended June 2006, of 17 pri- 
vate and public sector banks studied, 
15 have witnessed a fall in non- 
performing assets (NPAs). Amongst 
them, Dena Bank has been able to 
register a healthy improvement of 


GOING DOWN 


Oriental Bank of Commerce 05 
Bank of Baroda 09 
J&K Bank 07 
OB 1 

UTI Bank 07 


1.5 per cent over 2004-05, with 
ıCICI Bank, Bank of India and Union 
Bank clocking a 1.2 per cent re- 
duction in NPAs over the previous 
year (see Going Down). Says Sejal 
Doshi, CEO, Finquest Securities, a 
Mumbai-based stockbroking firm: 
“The rise in credit growth by 35-40 
per cent has resulted in a fall in 
NPAS, even in absolute terms, of 


ICICI Bank's Kamath: Falling NPAs 
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Indian banks. Higher provisioning, 
recovery of assets, transferring of 
bad assets to asset reconstruction 
companies and upgrading of bad 
debt into standard assets have been 
the key reasons for the fall in net 
NPAs.” According to a study by rat- 
ing agency CRISIL, write-offs, 
recoveries, restructuring and a 
healthier corporate sector have 
helped bring down gross NPAs to 
3.5 per cent of advances in 2005-06, 
from 19.5 per cent 10 years ago. 
Adds Arun Panickar, Director 
(Rating), CRISIL: “Disbursement of 
more funds to the retail segment 
and the improving asset quality 
have helped the Indian banks to 
bring down their NPAs. Currently 
the weak assets (non-performing 
loans and capital coverage of bad 
loans) are at acceptable levels of 
8.7 per cent of the total assets." 
“Internationally, banks have a 
net NPA in the range of 1-1.5 per 
cent. Indian banks are far better," 
says K. Unnikrishnan, Senior Vice 
President, Indian Banks Association. 
“Till corporates don't default, NPAs 
for Indian banks are not a major 
problem as the impact of retail 
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default will not have as huge an imp- 
act as defaults by corporates.” That of 
course is because the size of a con- 
sumer loan is much smaller than a 
corporate loan, and a retail loan is 
also disbursed to a larger audience, 
bringing down the risk considerably. 
Foreign banks, however, haven’t 
been able to keep with the trend 
of falling NPAs. For the year ended 
March 2006, the three top foreign 
banks—Standard Chartered, HSBC 
and Citibank—have witnessed a 
surge in their NPAs; the net NPA to 
advances in percentage terms has 
surged to 1.57 per cent from 1.12 
per cent in the previous year. HSBC’s 
net NPAs also saw a marginal inc- 
rease to 0.58 per cent from 0.5 per 
cent. Citibank witnessed a marginal 
decline to 0.95 per cent from 1 per 
cent. Experts like Doshi attribute 
the rise in foreign banks’ NPAs to 
their low bases. “It’s just in the last 
two to three years they have started 
lending to retail players,” says Doshi. 
The fear going forward is that as 
retail defaults begin to rise in a 
higher interest rate regime, NPAs will 
follow suit. “It will not be alarming 
but NPAs will surge," says Doshi. 
For the time being, Indian banks 

have enough reason to celebrate. 
MAHESH NAYAK 


Why then hasn’t D-Street 
taken a shine to UTI Bank? 


VER THE PAST FOUR YEARS, 

whenever uri Bank hit the 
headlines, it hasn't been for the 
most flattering of reasons. In 2002, 
the joint parliamentary committee 
probing the stock market scam of 
2001 wanted the Mumbai-based 
private sector bank to conduct an 
inquiry into his failed merger with 
Global Trust Bank; the JPC appar- 
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CavinKare Cashes Out. 


Company sells packaging unit to pre-empt conflict of interest. 


Chairman and Managing 
Director of the Rs 420-crore 
CavinKare, to sell the Rs 100- 
crore Packaging India, a privately 
held packaging solutions com- 
pany, to Essel Propack. 

“We started this company as a 
backward integration project— 
to package our own products; 
but over the years, Packaging 
India's dependence on CavinKare 
has come down," says 
Ranganathan. CavinKare, too, 
now sources more than 30 per 
cent of its requirements from 
other packaging companies. And 
Packaging India's list of customers 
includes Kellogg's, Monsanto, 
Coke, Pepsi, Godrej Sara Lee, 
Procter & Gamble, Cadbury, 
Britannia and Dabur. 

CavinKare, which already has 
a presence in hair and skin care 
products and pickles, is diversifying 
into other segments of the pack- 
aged foods business. This is creat- 


ently felt the Chairman of uri Bank, 
P.J. Nayak, stood to gain from the 
merger. Just as that storm seemed to 
be dying out, uri Bank was again in 
the news when HSBC controversially 
acquired a 14.7 per cent stake in it, 
and at one time appeared to be 
preparing to acquire it (HSBC was 
keen to acquire a little over 20 per 
cent in the company from CDC 
Capital Partners—now Actis—in 
late-2003). uri Bank survived once 
again, with HSBC being compelled to 
dilute its holding. What's gone 
unnoticed in all this drama is the 
steady performance of India's third 
largest private sector bank—over 
the past six years it has been the 





ing the potential of conflict. How? 
Because packaging orders tend to 
reveal the marketing strategies of 
the companies placing the orders. 
"Competitors in the industries we 
operate in or plan to enter will 
hesitate to buy packaging from 
us," says Ranganathan. Hence, 
the decision to cash out. The price: 
Rs 63.5 crore. *We had the option 
of keeping a limited stake in the 
company, but this wouldn't have 
resolved conflict of interest issue," 
he adds. 

NITYA VARADARAJAN 


most consistent performer in the 
banking sector. Compounded 
growth on the assets, deposits, net 
profits and net interest income 
fronts between 2000 and 2006 has 
been the highest for urt Bank, acc- 
ording to data collated by it. Asset 
growth, for instance, has been 
higher than those of the biggest 
names in [ndian banking (see Tbe 
Dark Horse Runs the Fastest). 

Yet, uri Bank doesn't quite get its 
due on Dalal Street—if you discount 
ChrysCapital mopping up 4.9 per 
cent shares of the bank from recent 
secondary market purchases. 
Centurion Bank of Punjab, which of 
late has been on an acquisition spree, 
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PRESENTING THE 
ALL NEW WAGON? 
CHANGE TO A POSITIVE OUTLOOK 


Change to refinement. 
Change to luxury. 


Change to the next level. 


Change to sheer presence. 


Because, The Times, They Sure Are Changing. 
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The Dark Horse Runs the Fastest 


Across various parameters, UTI Bank is 


numero uno. 


ASSET GROWTH 





UTI Bank isn't fazed by 
such assessments. Says Hemant 
Kaul, President (Retail 
Banking): *Whatever we have 
created is purely on an organic 
basis. That's why we are able 
to grow rapidly at 40 per cent 
plus year after year." uri Bank 
has a portfolio that's 70 per 
cent corporate, with the rest 








NET PROFIT GROWTH being retail. Now it's trying 
50 to step up the retail thrust. 
m 485 &9 The third largest debit card 
HDFC Bank 120 вто 3913 issuer has just entered a 
Bank 172 mem crowded credit card segment 
India 701 and is aggressively drawing 
up plans to penetrate the next 
DEPOSIT GROWTH big frontiers, one rural and 
3835 the other international. But as 
Macquarie Research in a 
3103 recent report puts it: “The 
1813 bank's international and direct 
W 165083 ``" agriculture portfolios may take 

a while to start kicking in." 
NET INTEREST INCOME GROWTH Back home, the bank con- 
UT Bank 19040 tinues to surprise, and delight. 





“We have the highest ATM to 
branch ratio in India. Today, 
97 per cent of the bank’s 





um FY 2000 
All figures in Rs crore 


ши FY 2006 CAGR in per cent 


commands a price-earning multiple 
(P-E) of 38 while uri Bank trades at 
just 20. Even the Hinduja-owned 
IndusInd Bank, whose portfolio is 
skewed towards auto and commer- 
cial loans, enjoys a P-E of 34. HDFC 
Bank and ICICI Bank have P-Es of 
30 and 18, respectively. V.K. 
Sharma, Head (Research), Anagram 
Securities, points out that despite a 
strong ‘UT! brand and a robust per- 
formance, the bank is still not 
counted in the league of HDFC and 
ICICI. So, what's the problem inv- 
estors have with a bank that's grow- 
ing at a scorching 40 per cent year 
after year? The biggest drawback 
could be the public sector perception 
Uri Bank has inherited, along with 
the historical woes of the now- 


defunct Unit Trust of India. 
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2006 


CAGR — compounded annual growth rate 
Source: UTI Bank 


transactions take place in the 
ATMs. This is probably the 
highest in the world," says 
Kaul. Sharma says uri Bank is 
an ideal takeover target, particu- 
larly once foreign banks are allowed 
to shop in the Indian banking space 
post-2008. Nayak and his team, of 
course, may have other plans. 

ANAND ADHIKARI 


Ascott Group 
Checks In 


Singapore firm plans seven 
service apartments by 2010. 


HE ASCOTT GROUP OF SINGAPORE, 
Tes largest service apartment 
company outside the Us, is entering 
the Indian market with two of its 
mid-market brands, Somerset and 
Citadines. Its target: travellers who 





Ascott's Ong: Mission accomplished 


typically use 4-star and 3-star hotels; 
its hook: prices that are 25-30 per 
cent lower than those charged by 
hotels; its Indian partner: the 
Chennai-based Rattha Group, which 
is in the business of garment exports 
and construction. 

"We want to capitalise on the 
high-growth Indian market," says 
Cameron Ong, MD and CEO, Ascott 
Group, which will manage and 
maintain the apartments and market 
them internationally through its 
global network for an initial period 
of 10 years. Adds H.S. Rattha, 
Chairman of the Rattha Group: “We 
roped in the Ascott Group for its 
experience and brand pull." 

The first service apartment block 
of 210 units (built-up space: 210,000 
sq. ft) comprising two- and three- 
room units, will come up in Chennai 
by 2008. Common facilities will inc- 
lude restaurants, gym and swimming 
pool. Land has already been acquired 
for the project. The Ascott-Rattha 
combine plans to build 1,000 units 
across seven properties in Tamil 
Nadu, Andhra Pradesh, Karnataka, 
Maharashtra by 2010. The planned 
outlay: Rs 1,000 crore. The busi- 
ness traveller will soon have more 
options to choose from. 

NITYA VARADARAJAN 
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As the economy surges, sectors ranging 
to services are scrambling to find workers. 






















EOS OF REAL ESTATE MAJORS, ENGINEERING AND 
construction firms, and project management consul- 
tancies are running scared. Reliance Industries 
Chairman Mukesh Ambani is on the prowl, looking for 
senior executives who can translate the company’s 
grandiose SEZ (special economic zone) plans into reality, and 
promising to do a repeat of what he has done with Reliance 
Retail, where he literally hired the best of breed from a clutch of sec- 
tors: Raghu Pillai from Pantaloon to look after the front-end, 
Gunender Kapur from Unilever to head the grocery and foods busi- 
ness, Sriram Srinivasan from Indus League to head the apparels one, 
Rajeev Karwal from Electrolux, for the consumer durables one, and 
K. Muralidhara from AmEx for the financial services one. Running 
scared, that is, if they haven’t put in their papers and thrown in their 
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lot with a man who is rapidly emerging India's most hungry and 
most successful executive hunter. 

Ambani may have done his bit in raising salaries for high-flying 
CEOs and senior (very senior) execs, up from Rs 1 crore in 2005 to 
around Rs 4 crore in 2006. Yet, in one of those paradoxes of plenty, 
there do not seem to be enough people available. At the CEO 
level, certainly (see Tbe CEO Crunch on page 78), but also across the 
board, including the entry level. At Larsen & Toubro, the board has 
increased the retirement age to allow Chairman and СЕО A.M. Naik, 
a battle-scarred veteran who has spent 41 years at the company, 
work on till he turns 70. At yes Bank, one of the newest private sec- 
tor banks in the Indian banking firmament, CEO Rana Kapoor is cur- 
rently monitoring the company's ongoing 60-day recruitment 
(he does this every 48 hours). 
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Electronics Manufacturing — 75,000 Healthcare includes figures for doctors/nurses that have been 


adjusted for 2010 (projections say India will face a shortfall of 
800,000 doctors by 2012); Energy figures based on 2002 

Retail Finance Cm 100,000 estimates for 2010. Retail figures do not assume inflow of FOI 
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By 2010, estimates from 
India Inc. suggest (see 
Manpower Gap by 2010), most 
sectors will face a shortage of 
people. What's happening now 
isn’t a temporary gap between 
demand and supply; it is the begin- 
ning of a real scarcity. “There is a real 
talent shortage as the economy grows 
and diversifies,” explains R. Sankar, 
Country Head, Mercer Human 
Resource Consulting. “And our edu- 
cation system is geared only 
towards a 3 per cent economic 
growth.” For the record, the 
Indian economy grew by 8.5 


term solutions, they are doing 


the predictable: trying to 
cope with a demand-sup- 
ply gap, by simply upping 
the ante. Result: salaries 
that are seemingly imper- 
vious not just to the laws 
of gravity, but also to 
those of economics. 

A recent study by 
Hay Group claims that 
the salaries of senior 
managers in India, ad- 
justed for purchasing 
power parity, are the 
second-highest in the 


per cent, 7.5 per cent, and 8.4 
per cent in 2003-04, 2004-05, 
and 2005-06, respectively, and 
estimates suggest that it could 
grow by 8 per cent this year. 
Even as companies try to 
get to grips with the long-term 
implications of this, and come 
up with the appropriate long- 


world (after that of senior man- 
agers in Turkey), at $77,665 a 
year (Rs 36.50 lakh). Evidently, 
India is in the midst of a secular 
increase in wages and salaries, 
across sectors and levels. It 
would also seem to be experi- 
encing the pangs of a secular 
shortage of people. 















SECTOR 






20 8 lakh-20 lakh 20 lakh-60 lakh 1 сгоге-2 crore 
For those who hadn't noticed, there's a mini manufacturing boom underway in the country with even electronics 


manufacturing services giants such as Foxconn and Flextronics deciding that it isn't a 
bad idea at all to have a base in India 
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IT 20-22  8lakh-20lakh 25 lakh-60 lakh 2 стоге-5 crore 
Demand, across the board, is high; the Web 2.0 wave has also resurrected dotcom salaries. 
George Zacharias moved from Sify to Yahoo India at a salary that is believed to be around Rs 4 crore 


"C Беа 4 10 lakh-25 lakh 25 lakh-80 lakh 2 сгоге-5 crore 
Organised retail is definitely the flavour of the season in India Inc.; Raghu Pillai moved from Pantaloon to 
Reliance Retail at a salary that is believed to be around Rs 4 crore 


з 


Ё IT enabled services - 20 8lakh-25lakh  25lakh-80lakh 2 сгоге-4 crore 


Like IT, companies cannot have enough; to compound the problem, the attrition rate is around 30-45 per cent 


"^.  Telecommunications — 20 10 lakh-25 lakh ^ 25lakh-70lakh 2 стоге-5 crore 
India's mobile telephony base now stands around 120 million; any surprises that the Tata Group reportedly 
shells out Rs 3 crore a year for the services of Tata Teleservices CEO Darryl Green? 


Salaries are indicative and in specific instances are based on market reports 
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Million-dollar Babies 


he buzz in India’s head-hunting circles is 
that million-dollar salaries are no longer as 
rare as they once were. Senior investment 
bankers, it goes, are being hired at a mil- 
lion-half (over Rs 7 crore) and heads of pri- 
vate equity firms for around $350,000 (Rs 1.64 crore 
and that’s the salary alone; on top comes a bonus of 
between $2 million and $5 million a year). In the 
past year, say headhunters, an unprecedented number 
of senior executives have moved companies. Several 
have joined Reliance Retail (apart from the ones 
named already, the list includes Sanjeev Asthana from 
Cargill India, Bijou Kurien from Titan and G. Sankar 
from Lifestyle, D. Saravanan from McDonald's and 
Suresh Singaravelu from Prestige Constructions); sev- 
| eral others have joined Anil Dhirubhai Ambani 
Enterprises in various positions (Tarun Katial from Sony 
Entertainment Television and Rajesh Sawhney from 
Indiatimes are two such); George Zacharias has moved - - 
from Sify to Yahoo; Munesh Khanna from Enam to DS? Retail Rider: Raghu Pillai helped grow RPG's retail 
Merrill Lynch; and Anil Chawla from СЕ to DE Shaw. business; he was first poached by Future Group's 
“A year ago, there were just a handful of people Kishore Biyani, then by Reliance’s Mukesh Ambani 
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SECTOR 
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crore-6 crore 
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20 15 lakh-35 lakh 40 lakh-80 lakh 
The India story is on for funds of every kind and a retail banking and financial services boom is on to good effect. 
DE Shaw, one of the world’s largest hedge funds, recently hired Anil Chawla from GE Capital for 
around Rs 2.5 crore a year 





M ° Investment Вапкіпр 50  20lakh-40lakh 45 lakh-90 lakh — 3crore-10 crore 
Investment bankers continue to rule the salary charts. I-banking circles claim Munesh Khanna 
recently signed on with DSP Merrill Lynch for between Rs 4 crore and Rs 6 crore a year 


"Wave Tourism, Aviation, and Hospitality 25 101akh-30lakh 30 lakh-60lakh 2 сгоге-5 crore 
By 2011, India will add 40,000-45,000 more hotel rooms in its large cities alone, and the low-cost revolution 
is well and truly on in the airline industry where the prevailing trend is to hire expatriates as CEOs 


"Media and entertainment 15-20 15lakh-35lakh 35 lakh-60 lakh 1 crore- 4 crore 


Salaries are boming in the media industry too, fuelled by the growth of television and the launch of new publicatior 


аы 20 101акһ-25 lakh 25 lakh-70 lakh 1 сгоге-4 crore 
The real estate boom is showing no signs of letting up; recently, the GMR group hired V. Jayaraman 

| 
from a Dubai-based real estate company for Rs 1.5 crore a year 





All salary figures in Rs Source: HR consulting firms, executive search firms 
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making Rs 1 crore to Rs 1.5 crore,” says Deepak 
Gupta, Country Head and Managing Director, 
Korn/Ferry International, a search firm. “Today, there 
are many more who are earning more than that.” 
One reason for the spurt in salaries, especially at the 
top, is, according to Sonal Agrawal, CEO, Accord 
Group India, a headhunting firm, “the emergence of 
new sectors.” Private equity is one such: in the past 
year, some 70 new firms have pitched their tents in 
India; between them, they need around 400 people; the 
available talent pool is around 60. “We are just not able 


VIVAN MEHRA 


Hedge Champion: When one of the world’s largest 
hedge funds, DE Shaw came to India, it roped in 
GE Capital vet Anil Chawla 


to find the right people,” says Rahul Bhasin, Managing 
Partner, Baring Private Equity. “These days, I spend 30 
per cent of my time on recruitments.” Another is the 
growth in sectors such as pharmaceuticals, telecom- 
munications, consumer durables and fast moving con- 
sumer goods. Even once-dormant sectors such as avi- 
ation, real estate, and construction are now grow- 
ing, and growing fast. In the three months ended 
June 30, 2006, the sales of India’s top 500 listed 
companies grew by 25 per cent as compared to the cor- 
responding period of 2005; the net profits, 31 per cent. 
“The aviation industry will need around 400 pilots this 
year and the available talent pool is around 150,” 
says Captain G.R. Gopinath, Managing Director, Air 
Deccan. The result? A bloodbath in the domestic 
market for available talent (even then, a large number 
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Expat Expert: The telecom market is booming; 
who better to head Tata Teleservices, then, than 
Darryl Green, formerly of Vodafone KK, Japan? 


of pilots will have to be hired globally). The prob- 
lem is compounded, adds Mohit Mohan, Senior 
Vice President, Gilbert Tweed Associates, a search 
firm, because “the new sectors have no pool of 
trained professionals to hire from". *They are 
recruiting from the available generic pool of pro- 
fessionals, thereby, creating a ripple effect across sec- 

tors," he says. Apart from causing salaries to 
accelerate unnaturally, this also results in too many 
companies across several sectors chasing too few (and 
often, the same) people. 


From Glut To Lack 


f industry has been caught unprepared by its 
own appetite for people, blame it on time. 
Even as recently as 2002, a mere four years ago, 
the demand-supply equation was skewed to- 
wards supply. *The last time graduates were 
benched or retrenched, 2001-02, wasn't so long 
ago," says Mohinish Sinha, Associate Director, 
PricewaterhouseCoopers. Since then, however, India 
has grown, and changed. The tr and rr-enabled serv- 
ices sectors continue to hire, their appetite for people 
seemingly endless. Other sectors, such as retail bank- 
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manpower intensive 


ing, financial services, healthcare, aviation, telecom- 
munications, even energy and manufacturing, have 
done their bit as well. 

The demand has been highest at the top, and the 
bottom (except in the case of IT services, where mid- 
dle managers can’t be had for the love of code or 
money). At the top, CEOs need to possess leadership 
skills, the ability to build and manage teams, and 





Rainmaker #1: I-banking veteran Mt 
recently signed up to head DSP Merrill wich S 
investment banking business 
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Tomorrow's shop floor: With the NY of several 
major Indian business groups, the от 

industry is expected to get a fillip and witness 
unprecedented growth 


charisma enough to be the public face of the company. 
And, at the entry level, across most sectors, executives 
and managers need to have the ability to manage the 
interface with customers. The easiest way to find 
people at these levels, then, is to poach them. “Shortage 
is an understatement,” moans R. Suresh, Mb, Stanton 
Chase India, an executive search firm. “There is a 
severe paucity of talent at the vice-president level 
and above.” “We hire for attitude, cultural fit, and not 
just domain knowledge,” adds Sanjay Jog, Head (HR), 
Pantaloon Retail, a statement seconded by K. 
Ramkumar, Head (HR), ICICI Bank; both Jog and 
Ramkumar need a huge number of entry level exec- 
utives to fuel their respective companies’ plans, 
Pantaloon’s in organised retail and IcIcI’s in bank- 
ing. The preferred hunting ground for most companies 
looking for executives with some amount of expertise 
in handling customers is hospitality. Then, with that in- 
dustry itself poised for tremendous growth, supplies 
from that source could dry up soon. “Going forward, 
the fight for talent will be within the industry, and it 
is clearly not prepared for the task,” says Saurabh 
Gupta, Head (Hospitality), Hvs Executive Search, 
describing how the hospitality industry is itself not 
prepared for the coming boom. 

Some companies have come up with an innovative 
way of tackling the shortage of people: imports. Higher 
salaries and a buoyant economy make this a viable 
option, especially for fast-growth industries that require 


= people in a hurry. At Air Deccan, one out of every three 
~ pilots and engineers is an expatriate. And, at UK con- 
* struction company Laing O’Rourke’s Indian joint ven- 


ture, 10 per cent of the project managers and engineers 
are expatriates. The flipside: expatriates mean expatriate 
salaries, and that could rewrite the entire India story. 
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Maheshwar are places for meditation, 
not only at the stupas, ghats and jyotir- 


lingas, but on the pristine surroundings as well 






Åt Pachmarhi, the ‘Queen of the Satpuras’, 


there is a wealth of natural beauty. And the best 


Chitrakoot and Amarkantak are 


M : holy cities. Calm your nerves. 
way to sce all of it is on foot. 29 ; 
Nirvana is at hand. 


Mandu, the ‘City of Joy’, is surrounded by nS 
s : f ў The 10th century carvings on the 
defences, both natural and manmade, and you Nw 2 7 
l х Khajuraho temples will make you 
would need more than just a brave heart to climb x 
need something to steady your breathing. 
over and about them. i 


Gwalior boasts of one of the largest forts in The beauty, the splendour, the stories, the 
India. That’s about 3 sq km of walking. histories, the romances, and the variety of 


' * experiences that is Madhya Pradesh, cannot be 
Bandhavgarh, Kanha, Panna and Pench are i 
x c Ns. ў captured in photographs. It can only be appreci 
famous for their tigers, and tracking down one | 
| i TERT ated, wondered at, seen, felt and experienced. 
can be as rewarding as it is tiring. 

T Б And of course, remembered and revisited. So, if 


The marble rocks of Bhedaghat tower a you want to share your travels 


hundred feet on both sides while you sail along 







with friends way back home, 
the mighty Narmada river. That's about 2 hours ask them to experience it 
of a completely tilted neck. themselves. 
Amarkantak is 1065 m high, Besides, it helps if your 
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and a pilgrimage gives you hands are free when you 


peace of mind and aching feet. climb the stupendous heights of 


Pachmarhi, negotiate the steps up to 


The best way to explore the - ; 
: Roopmati's pavilion at Mandu, carry all the 


jungles of Madhya Pradesh is $ | К , 5 
ч sarees your wife buys at Chanderi, or go river- 


ant-back. Which does not do wonder: ра 
оп elephant-back. Which does not do wonders rafting at Orchha. 


to your back. ) 
Well, now that you know what | 
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The carvings on the Khajuraho temples are Madhya Pradesh is all about, | 


made of stone, and hence feel no pain. Your come prepared for it. 


body is not, and does. 


Madhya Pradesh Tourism welcomes you to find out more at www.mptourism.com. Meet us at: Madhya Pradesh State Tourism 
Development Corporation Ltd., Paryatan Bhawan, Bhadbhada Road, Bhopal 462 003. Tel: 0755-2778383/2774340/42. Email: 
info@mptourism.com. Call or meet us at: New Delhi: 011-23366528, 23341187, 32599000. Email: mpstdc @ vsni.com; Mumbal: 
022-22187603, 32539000. Email: tourmp_mumbai@hathway.com; Ahmedabad: 079-26580449, 32939000. Email: 
mptahd @icenet.co.in; Kolkata: 033-22833526, 32979000. Email: mptour@cal2.vsni.net.in; Hyderabad: 040-32939000. Email: 
mpthhyderabad @ sancharnet.in; Nagpur: 0712-2442378, 3259000. Email: mptourism @ eth.net. You can also сай us on our Toll 
Free number: 1800 224466 
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No Cure In Sight 


uch of the India story is built around 
cost-efficiencies. This is especially 
true of sectors such as IT and rr-en- 
abled services, but also holds for busi- 
nesses such as retail banking where 
the emphasis is on maximising reach and minimising 
cost of transactions. “How do companies cope with 15- 
20 per cent salary increases a year, when inflation is 5 
per cent?” asks Mercer’s Sankar. With demand for 
people continuing to rise, a company that reasons, 
logically, that it can no longer afford 15-20 per cent 
hikes, could jeopardise its own future. “All companies 
need to make a choice between the cost of attrition and 
salary increases,” explains Arun Tadanki, President 





The largest private sector employer: Ashok Reddy's 
TeamLease is already that 


UT IT DOWN AS ANOTHER INSTANCE OF INDIA ADOPTING A 
global trend and tweaking it to suit local conditions. 
The world over, temping (or staffing) is driven by the 
Gesire on the part of companies to ride demand-supply fluc- 
tuations and on the part of employees to take up modular 
part-time or time-bound assignments. While the two hold 
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and Managing Director, Monster.com. 

Right now, the argument is skewed heavily in 
favour of the latter. At L&T, for instance, junior man- 
agers received a 25 per cent increase on average. 
“We have been facing maximum attrition at the junior 
levels and have to resort to remunerative ways of re- 
taining talent,” shrugs M.S. Krishnamoorthy, Executive 
Vice President, L&T. Other companies are doing things 
differently, but these still have to do with remuneration. 
“Retention bonuses and, sign-on bonuses are 
increasingly being used by employers to retain people,” 
explains Purvi Sheth, Vice President, Shilputsi 
Consultants. “We recently placed the President of a 
large FMCG company in Mumbai and one of the con- 
ditions of his appointment was that the company 
would bear the cost of sending his son to Harvard 
University for post-graduate studies,” adds a head- 





Services, India’s largest ut company with some 
52,000 employees on its rolls. Around 44 per cent of the 
company’s temps, he points out, tend to find permanent 
employment within six-to-nine months (of taking up 
temporary assignments). 

Temping also helps reduce fixed costs by keeping a por- 
tion of wage costs variable and, therefore, in control. 
According to E. Balaji, COO, Ma Foi Management 
Consultants, “A company where 15 per cent of the work- 
force becomes temporary can save 17-23 per cent of its 
costs in the medium term (2-3 years).” 

Today, there are around 185,000-200,000 people 
working as temps around the country in the organised sec- 
tor. Sectors such as IT-enabled services, banking, telecom- 
munications, retail, even manufacturing (yes, the trend of 
blue-collar temps has started) are the main beneficiaries. 
Still, existing policies take a rather dim view of the phe- 
nomenon. Internationally, temping has its own regulations. 
“In India, in the absence of a law geared specifically towards 
temping, we follow the labour laws," says TeamLease's 
Reddy. And there are some 25,000 of these that are 
industry- and location-specific. Much of the laws were 
framed to protect the interests of blue-collar workers, not 
white-collar temps. “While these laws do not restrict us, they 
create operational cholesterol,” says Reddy. With adequate 
changes in the regulatory regime, execs in the industry 
believe that a further 10-12 million jobs could be created 
through the temping route in next five years. 
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As if shortage weren't eno 


| | IRE AND FIRE’, A TERM PREFERRED BY OLD-ECONOMY 


industrialists and political parties alike to de- 

scribe, in three words, labour reforms (the actual 
description would likely fill several books), the former іп a 
wistful, wish-this-would-happen kind of way, and the 
latter, in a this-is-what-we-must-avoid one, will likely 
have to wait. For some time, it appeared that the gov- 
ernment was veering around to the position of allowing 
some flexibility in such laws in special economic zones (cur- 
rently, the only one seems to be that states are free to 
amend labour laws in SEZs, essentially, a passing of the 
buck), but that hasn’t happened; the communist par- 
ties, key allies to the ruling United Progressive Alliance 
would certainly protest any such move. For the record, the 
government expects around 5 lakh jobs to be created by 
the end of 2007 in eight SEZs. With 150 more being 
cleared in principle, the number is set to grow. 

For years now, industry has cried itself hoarse explaining 
the need to reform the 25,000-odd laws that make up 
India’s labour regulation framework and which apply to any 
industrial enterprise employing more than 20 personnel. 
While unionism is not quite the force it once was (despite 
the communists best efforts to establish a beachhead in the 
industrial belt of Haryana and Chandigarh), these antiquated 
labour laws do quite the same as that: at the least, they are 
irritants; and in some scenarios, they are actual deterrents 
to growth. Some economists believe that with the economy 
poised for greater growth, labour laws could be one factor 
in a phenomenon they describe as ‘jobless growth’. That 
would be a pity, because industry confesses that there is a 
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ugh, companies are also hamstrung by a hai GU 






shortage of blue-collar workers all around. 
Demand-supply imbalances may be one reason for 
the rising salaries of blue-collar workers; economic 
growth, another; and inflation, still another. The 
Consumer Price Index (CPI) for the agricultural labour 
class has grown faster than that for other worker seg- 
ments. This, since the prices of wheat, sugar and pulses 
have risen sharply in the recent past (these constitute a 
larger part of the consumption basket for farm workers 
than others). Not surprisingly, then, the agriculture sec- 
tor, the largest employer of blue collar employees in the 
country (some 60 per cent of labour), has witnessed a 15 
per cent across-the-board rise in wages, according to in- 
dustry sources. Availability of farm labour is turning 
out to be a constraint, too, since migratory labour from 
Bihar, Jharkhand and West Bengal is finding less reason 
to travel northwards in search of better opportunities— 
back home, highway projects are kicking off and are of- 
fering better wages. The booming construction busi- 
ness across the country has also led to an increase in 
wages for labourers. According to real estate major 
DLF, the wage bill has risen by around 2 per cent in the 
last six months. And in the case of Railways, the largest 
employer in the country, the wage bill is expected to rise 
by around Rs 400 crore per annum since a part of the 
salary is inflation indexed. The situation isn't very different 
in the case of the manufacturing industry: wage bills have 
headed North and companies are scrambling to find 
people to meet ambitious expansion plans. 
BALAJI CHANDRAMOULI 
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. India Inc. needs leaders, and can’t find as many as it wants | jn 
р AST YEAR, СЕО mean 8,000 vacancies at that - 
salaries in excess of level. Then, there's the growing 
Rs 1 crore were demand for independent direc- 
considered par for the tors, a demand brought about by 


course, and anything 
around Rs 2-2.5 crore 
high. Today, the accepted 
figure for CEO salaries 
would have to be a million 
dollars (around Rs 4.7 
crore). The one reason for 
this? There aren't enough 
CEOs going around, 
especially in sectors such 
as infrastructure, real- 
estate and retail (and the 
situation at the senior 
management level is only 
marginally better). With 
the economy showing no 
signs of slowing down, demand, at both levels, will only 
increase. "From now on, India would need at least 
2,000 CEOs per year,” says R. Suresh, MD, Stanton 
Chase India, an executive search firm. Based on a 
conservative 1:4 CEO:Senior Manager ratio, this would 


hunter. Stock options, too, are back in vogue. 

At a broader level, the phenomenon of soaring 
salaries and vanishing workers is indicative of several 
skill-gaps in the country's education system. “The 
most obvious skills that are lacking are generic, soft skills 
such as communication, articulation and teamwork," 
says Kiran Karnik, President, NASSCOM. “In India, 
salaries are rising to the point that the outsourcing 
industry risks becoming uncompetitive,” adds Vivek 
Wadhwa, a professor at Duke University, whose recent 
paper highlighting the real number and quality of 
India’s engineers generated a great deal of interest. “This 
means the country isn’t generating enough engineers 
that meet the needs of the industry.” 

Training is an option, and India Inc. has embraced 
it wholeheartedly. ICICI bank, for instance, spends 
around Rs 30 crore a year on training. “On any given 
day, there are about 1,000 people being trained per- 
sonally, and another 2,000, through e-learning,” says 
Ramkumar. The Future Group and 11 educational 
institutions such as Welingkar Institute of Management, 
Mumbai, and Institute of Integrated Learning in 
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law. Caught unawares, corpo- 
rate India is now following a 
multi-pronged strategy to fill 
these positions. It is trying to 
attract Indians who have built 
careers outside the country, hir- 
ing expatriates, especially in sec- 
tors such as aviation where local 
talent is simply not to be had or 
IT and pharmaceuticals where 
the marketing front-end has to 
be based in the US or Europe, 
promoting internally, and poach- 
ing across sectors, even from 
small and medium enterprises. 
Consequently, there has been a 
distinct shift in the profile of the people occupying 
the corner offices. “The age, the stature and the grav- 
itas that was once associated with a CEO’s job has been 
redefined,” says Suresh. 

SHALINI S. DAGAR 


Management, Delhi, have joined forces to launch a pro- 
gramme in retail management. And yes Bank has a 
training programme in retail banking that it plans to 
offer to the entire industry in the next 18 months. 
That India should face a manpower shortage is 
ironic. Some 40 million people are registered with 
state-run employment exchanges. If barely 100,000 
of them find jobs every year, says Rahul Bajaj, 
Chairman, Bajaj Auto, it is because of “inadequate 
interaction between industry and academia” which 
leads to inappropriate education in schools and 
colleges. “The (education) system is geared towards 
a low level of equilibrium,” adds NAssCOM's Karnik: 
low fees, low investment in infrastructure and 
faculty, and graduates of low quality. In the short- 
run, India Inc. may be able to address these issues by 
importing workers (at all levels) or poaching them 
from other industries. In the long run, it will have to 
partner the government, lobby it, or do both to 
accelerate educational reform. “India can’t sustain its 
growth unless it fixes its education system,” warns 
Wadhwa. That's a frightening thought. m 
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False 
Dawn 


On Dalal Street 
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The markets have 
gained over 30 per 
cent since the crash 
of June, but there's 
plenty to suggest 
this rally isn't for real. 


MAHESH NAYAK 


OMETIME IN THE SECOND 

week of May, Vijay 

Holkar (not his real name) 

made one of the biggest 

bloopers of his life: He 
invested all of Rs 10 lakh in a basket 
of blue-chip stocks like Hindalco, 
Reliance Energy, Ranbaxy Labs and 
Hero Honda. His blunder didn't 
lie in the stocks he picked; rather, it 
was the timing that was awful. The 
markets were at a lifetime high in 
the 12,600 range, and Holkar was 
clearly sold on the long-term India 
story. Unfortunately, global liquid- 
ity conditions tightened as interest 
rates shot up, foreign institutional 


» 


investors (FIIs) pressed the sell trig- 
ger, and the benchmark Sensex 
slipped into a free fall, crashing 30 
per cent by mid-June. Holkar was 
horrified, as not only had his inv- 
estment shrunk in a matter of weeks, 
he also couldn't spot an exit route as 
the fall was so sharp and so sud- 
den. Mercifully, after the blood- 
bath of June, the markets once again 
began their upward journey, and 
by last fortnight at the time of writ- 
ing, the BSE’s 30-share benchmark 
index was up 32 per cent. Holkar 
was relieved. But not for long. 
Reason? When he hunkered down 
to check the prices of the stocks 
he'd purchased, he realised they 
hadn't exactly kept pace with the 
Sensex uptrend. Hindalco was still 
almost 30 per cent off its peak 
price (the price at which Holkar 
had entered), Reliance Energy was 
off 28 per cent, and Ranbaxy 18 
per cent. The Sensex may be up by 
a mile, but Holkar is still very 
much in the red. 


Back To Winning Ways 

Indeed, from the outside, the sce- 
nario appears buoyant: After crash- 
ing 30 per cent in mid-June, the 
Sensex would appear to be back to 
its winning ways. The revival seems 
to have trickled down through the 
market, what with the mid-cap 
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and small-cap indices notching up 
31 per cent gains since the June 
free fall. Every stock that consti- 
tutes the Sensex is up from its 
three-month low, with the rr pack 
comprising Infosys Technologies 
and Satyam Computer Services 
registering a 40 per cent-plus 
appreciation in this period. What’s 
more, Infosys and Satyam have 
run-up even higher than their mid- 
May prices, the period during 
which the BsE index hit its all time 
high of 12,671. 

But as Holkar will testify, the 
teji isn’t quite back, and there's lit- 
tle sign of celebration amongst the 
broker, investor and punter com- 
munity on Dalal Street. Sure, a 
3,000 point run-up in less than 
three months does suggest the glory 
days are back, but scratch the sur- 
face and you will discover the fal- 
lacious nature of the current boom: 
One, the rise is on the back of low 
volumes and turnover. Two, unlike 
in the December 2005-May period, 
when the Sensex shot up from 
8,800 to 12,671 levels, the cur- 
rent gains aren’t backed by con- 
vincing inflows from the ЕП frater- 
nity. Third, the market breadth, 
of which the advance-decline ratio 
is one good indicator, is weak, 
making it difficult to vouch for the 
sustainability of the rally. Fourth, all 


Sensex Is Gaining, But 
Volumes Are Lagging 


The benchmark index is heading north again, 
but is the rally for good? 


Sensex Gain 





Sensex gained closed to 3,900 points 


Fil inflow Rs 29,225 crore 
Average volumes 2,40,62,834 
Average turnover Rs 1,348 crore 


аре of delivery-based trading 38.25 per cent 





Sensex plunged by almost 3,900 points 


Fil outflow Rs 9,436 crore 
Average volumes 2,88,41,352 
Average turnover Rs 1,434 crore 
%age of delivery-based trading 30.56 per cent 


‘Sensex Gain 





Sensex bounced back by a little over 3,000 points 
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FII inflow Rs 5,445 crore 
Average volumes 1,97,40,370 
Average turnover Rs 1067 coe — 
%age of delivery-based trading 28.00 per cent 


Source: CMIE, SEBI = 
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ГА Is The Fil Fury Finished? 


IKE IT OR LUMP IT, FOREIGN INSTITUTIONAL INVESTORS (FIIS) 

continue to remain the lifeline for Indian equities, dictat- 
ing the overall market sentiment. The fear on Dalal Street these 
days is that if the US economy slows down—as it is threat- 
ening to do—will that reduce the flow of foreign money into 
domestic stocks? U.R. Bhat, Managing Director, Dalton 
Capital Advisors, doesn't think so: “The robust growth and 
strong corporate fundamentals will drive the flows into 
India. If corporates continue to surprise the market by out- 
performing expectations, inflows will remain unaffected.” 
Umesh Kamath, Head (Equities), Canbank Mutual Fund, 
feels a US slowdown may actually benefit India. “If the US 
slows down, the weightage of emerging market inflows 


into India will increase.” 

Yet, the fact is that Fil flows into India are in the slow lane, 
at least relative to 2004 and 2005, when inflows totalled Rs 
39,000 crore and Rs 47,182 crore, respectively. In contrast, 
till August 30, the Fils have invested just Rs 17,400 crore in 
2006—of course the Rs 9,450 crore that was pulled out bet- 
ween May 12 and June 14 did a lot to dampen that figure. 
Ajay Mahajan, President (Financial Markets), YES Bank, 
attributes the FII outflow to expecations that US “may take its 
rates up to 6 per cent, thus making it an attractive investment 
destination”. However, he doesn’t anticipate any further rate 
hikes (the last hike was up to 5.25 per cent), which is 
good news for Fil inflows. Amen. 
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the frontline Sensex stocks would 
appear to have participated in the 
recovery, but a comparison wi 
previously-registered highs indi- 
cates that, other than just three to 
four stocks, the rest are still lag- 
ging the highs they notched when 
the 30-share index had skyrock- 
eted to its lifetime high. And the 
final factor reinforcing that all’s not 
well with the ongoing boom is that 
the primary market for initial pub- 
lic offerings (IPOs) just isn’t rum- 
bling in tandem with the secondary 
market (see 1PO Blues...). Shrugs 
Ambareesh Baliga, Vice President, 
Karvy Stockbroking: “The lack of 
general participation—including 
that of the retail investor—is the 
key reason for the subdued feeling 
in the market. There are many inv- 
estors who are still stuck with losses 
made during the fall.” Agrees 
Andrew Holland, Head (Strategic 
Risk Group), psP Merrill Lynch: 
*We have not witnessed any opti- 
mism in the market as people are 
still nursing their wounds following 
the sharp fall." 


Swift Recovery 

That may appear surprising con- 
sidering the swiftness with which 
the “recovery” has taken place: 
The Sensex took just 56 sessions to 
rise from 8,800 to 11,700 levels. In 
comparison, between December 
6 and April 18, when the BsE's 
benchmark travelled a similar dis- 
tance, it took all of 90 sessions to 
get there. Yet, the speed of the 
rise itself could be one indicator 
about the unreliability of the cur- 
rent rally. Low volumes and 
turnover figures bolster that theory. 
From June 15, 2006, the day the 
Sensex rallied from its low of 
8,800, till August 30, the Sensex 
stocks recorded average volumes of 
1.97 crore shares. The correspon- 
ding figure during the previous 
boom between December 6 and 
May 11 is 2.40 crore shares (traded 
volumes were the highest during 
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Many Sensex Stocks Are Off 


Their Earlier Peaks 
The trick is to pull in the retail investor now. 
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All figures are adjusted closing price in Rs 
Difference figures in per cent 


Source: CMIE 


the crash between May and June, 
at 2.88 crore shares). The volumes 
of shares in which delivery was 
taken was higher too in the earlier 
bull run, at 99.5 lakh shares. That 
the current rally is more specula- 
tive in nature is evident from the 
comparatively lower delivery vol- 
umes, of just 61.7 lakh shares in 
the mid-June to end August 
period. The lack of trading inter- 
est is reflected in the derivates 
segment too. Average turnover in 
futures and options (F&O) has 
slipped from close to Rs 30,000 
crore to Rs 22,220 crore. 
Perhaps the best indicator of 
the dubious nature of the current 
spurt is the relative inactivity of 
foreign portfolio investors. When 
the Sensex rose by almost 4,000 
points between December 2005 
and May 2006, the northward 
move was spurred by a generous 
dose of ЕП investments—all of Rs 
29,225 crore. In sharp contrast, 
the run-up from 8,800 levels of 
mid-June to close to 11,700 (3,000 
points) has been on back of just Rs 
5,445 crore of Fil greenbacks. Of 
course, much of those recent inf- 
lows are in a handful of stocks, 
namely Infosys, Satyam, Reliance 
Industries and Bharti Airtel. Don’t 
forget that just three stocks— 
Infosys, Satyam and Reliance 
Industries account for a little over 
one fourth (26.11 per cent) of the 
Sensex’s weightage. Of the 30 
Sensex stocks, 26 are still trading 
comfortably below their May 11 
peaks. “Only the big boys like 
Infosys have contributed to the 
rise in the market, the rest are still 
lagging,” says Baliga. Only three 
companies Infosys (11 per cent), 
Satyam (6.3 per cent) and Reliance 
Industries (2 per cent) are up above 
their previous all-time highs which ` 
were recorded when the Sensex 
scaled 12,671 in May. Hindalco 
Industries (down 29 per cent), 
Reliance Energy (down 28 per 
cent), Tata Steel (down 21 per 
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market 


“The current advance-decline ratio indicates 


that the market is cautious” 


cent), Ranbaxy (down 18 per cent) 
and Hero Honda (down 17.5 per 
cent) have the major losers among 
Sensex stocks, in comparison with 
their May 11 peaks. 


All's Not Well In Mid-caps 


Move away from Sensex and into 
the mid-caps—which is the hunting 
ground for most retail investors— 
and the scenario deteriorates further. 
As Karvy's Baliga explains: “Unlike 
the Sensex, the mid-cap index has 
not recovered.” On the face of it, 
the 32 per cent gains of the mid-cap 
and small-cap indices since mid- 
June may compare well with the 
Sensex’s 33 per cent upturn, but 
don’t forget that the mid-cap and 
small-cap benchmarks also crashed 
more spectacularly than the Sensex. 
Between May 11 and June 14, 
when the Sensex lost 30.5 per cent; 
the smaller indices’ losses were in 
the 40 per cent region (43 per cent 
for the small-cap index). Of the 
303 stocks that constitute the mid- 
cap index, 287 are trading below 
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"A further rise 
be a cause for 


their May 11 levels. Of these 287, 
105 stocks are still trading 25 to 
57 per cent lower than their May 
11 quotes. Similarly of the 498 
stocks traded on the small-cap 
index, 459 are trading lower than 
their closing prices on May 11, of 
which 240 are trading lower by 25 
to 72 per cent. 

Since last fortnight, one glim- 
mer of hope has been an improve- 
ment in the ratio of advancing and 
declining stocks. For the entire 
month of August, the average adv- 
ance-decline ratio on the BSE settled 
at 1:1. That's still no reason to 
bring out the champagne but the 
ratio looks better than 0.8:1.2 in 


July. Which means that although 


the markets were rising in July, 
the number of stocks falling was 
larger than those moving north- 
ward. *The advance-decline ratio 
indicates the underlying sentiment 
in the market. The current ratio 
indicates that the market is cau- 
tious," says Gagan Banga, 
Executive Director, Indiabulls. 


in the market from here would 
concern" 





Concerns Remain 

At the time of writing, the markets 
were showing little signs of cooling 
off, and every point gained is 
matched with an increasing level 
of nervousness. ^A rise in the mar- 
ket from here would be a cause for 
concern, as valuations will once 
again be overstretched and will 
override fundamentals," points out 
Vaishali Nigam Sinha, Executive 
Vice President & India Head 
(Investment Banking), Daiwa 
Securities SMBC. 

The picture is not totally 
gloomy, though. The report cards of 
corporate India for the first quarter 
have been impressive—sales are up 
27 per cent and net profits up 34 
per cent. But as long as the Fils con- 
tinue to remain lukewarm to Indian 
equity (see Is The Fu Fury Finished?), 
and as long as retail investors con- 
tinue to tread with trepidation, the 
markets will continue to look dir- 
ectionless. “Retail investors are 
responding slowly to good news. 
Until they come into the market, 
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Bosch innovation. Cutting edge precision control technology makes the “AS 
Bosch Jigsaw adjust automatically to different saw blade thicknesses (E) 
- all at the push of a button. It can achieve a thickness of 1/1000 of an 
inch, less than 1/4th of a human hair! Invented for life 


Bosch Power Tools offer an extensive range of products for every 
application - Construction, Metalworking, Woodworking, Fabrication. 

y They are engineered for the toughest of applications and render 
maximum manoeuvrability. With Bosch Power Tools you have the power 
to do more. www.boschindia.com 
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IPO Blues: An Accurate Barometer 


HEALTHY SECONDARY MARKET IS A PERFECT CANVAS AGAINST WHICH GROWTH-ORIENTED 
=\companies can raise capital from the public. That the current rally from 
8,799 on June 14, 2006 to 11,724 on August 30 is a bit of a mirage can be rei- 
nforced by the lack of activity in the primary market for initial public offerings (IPOs). 
Since mid-June, when the indices started moving northwards again, just five com- 
panies have raised capital via the IPO route. Of these only two, GMR Infrastructure 
and Tech Mahindra, were oversubscribed. Together they raised Rs 1,266 crore. That 
compares poorly with the Rs 14,600 crore raised via 37 issues between 
December and June 2006, the phase in which the Sensex rocketed from 8,784 
to 12,671. The pipeline till the first 11 days of September doesn't look exciting either, 
with six companies hoping to raise a measly Rs 300-odd crore. 

“The poor volumes in the secondary market have been responsible for the lack 
of confidence in the primary market. Till FII inflows don't get stable and volumes 
don't pick up in the secondary market, we are not going to see a huge rush for IPOs,” 
says S. Ramesh, Executive Director, Kotak Mahindra Capital Company. “Most of 
the IPO market was mid-cap driven. With the recovery still not happening in the 
mid-cap space as well as not many successful issues hitting the primary market, 
bankers are cautious to float an IPO,” adds T.R. Ramaswami, CEO, Association of 
Merchant Bankers of India. Apart from the lull in volumes, the lack of confidence 
in the market is also due to the loss made by investors in the IPOs. For example, 
Deccan Aviation was last quoting 43 per cent lower than its offer price last fortnight. 
And 16 other companies, which IPOed between December and June, are trading 
at discounts, many of them in the 25-50 per cent range. Ramesh points out that 
there is a huge backlog of issues waiting to hit the markets. But the reluctance of 
bankers in taking the plunge is an accurate-enough barometer—more accurate than 
the Sensex for sure—of the current subdued interest in Indian equity. 


There’s Little Exuberance Here 


Issues that are quoting at a discount to offer price. 












Visa Stel (1995 Feb. 23,06 7% 57 2905 49 
Nitin Spinners 49 Jan.6,'06 Jan. 12,06 21 1155 -45 
Deccan Aviation Ltd 363.28 May 18,'06 May 26,06 148 85 -426 
Uttam Sugar Mills 136 Mar. 16,06 Mar.21,'06 340 19855 Al 
Emkay Shares &StockBrokers 75 Маг.31,'06 Apr.7,06 120 703 -414 
GVK Power & infrastructure 256.54 — Feb.2, 06 — Feb.7,06 30 1892 -39 
Unity Infraprojects Ltd 2324 May 19,'06 May24,06 675 42745 -36.7 
Celebrity Fashions 819 ‘Dec. 19,05 Dec. 22,05 180 12925 -282 
R. Systems international 110.21 Mar. 28, 06 Mar.31, 06 250 1849 -26 
Kewal Kiran Clothing _ 80.6  Mar.20,06 Mar. 23,06 260 1944 -252 
Prime FocusLtd 100 May 25,'06 June3,06 417 33075 207. 
Solar Explosives (836 Mar.9,'06 Маг. 13,06 190 1511 -205 
Adhunik Metaliks — MO Mar. 13,06 Mar. 17,06 37 2955 -201 
Lokesh Machines 140 p.106  Ap.13,06 M0 1299 -72 
Jagran Prakashan 321.25 Jan. 25, 06 Jan31,06 320 3035 -52 
Godawari Power & Ispat 70.43 — Mar.28,06 Apr.4,'06 81 792 -22 
Bartronics India 4875 ‘Dec, 20,05 Dec.24,05 75 7475 -03 
*In Rs #ln Rs crore Current prices as on Aug. 29, ‘06 Source: NSE, capitalmarket 
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“People are still nursing their 
wounds following the sharp fall" 





we are not going to see any major 
upward movement," says Manish 
Sonthalia, Vice President, Equity 
Strategy & Portfolio Manager, 
Motilal Oswal Securities. Baliga 
rules out a “panic fall", but senses 
a correction back to the 10,200- 
10,500 levels. Banga sees the 
Sensex moving in the 10,000- 
11,200 range. "As long as corpo- 
rate India continues to deliver 15- 
16 per cent earnings growth, we 
don't see any major fall in the mar- 
ket. However, I don't see the mar- 
ket touching a new high and it's no 
longer a runaway market," he adds. 
The biggest bugbears of volatile 
crude oil prices and rising interest 
rates continue to spook investors. 
That's why Banga points out that 
the current run-up is *no more a 
secular bull run. Unlike the last 
three years, during which all sec- 
tors were re-rated, from now on- 
wards it will be a stock pickers’ 
market." For Holkar and his ilk, it 
will be some time before they are 
able to scent profits on the brave 
bets they made during the manic 
phase on Dalal Street. m 
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Flooded with problems : It will be several months before Surat gets its sparkle back 


Surat’s recent flash floods didn't just vege 
the city, but also its booming diamond industry, 
which churns out Rs 45,000-crore of precious 

rocks every year, accounting for 90 per cent of 

the country's exports. KRISHNA GOPALAN 





Г'5 BEEN 19 DAYS SINCE THE FLOODS RECEDED IN of Surat's biggest diamond hubs and its industrial belt, 
Pandol, but late August, the situation still looks called Industrial Estate No. 1, has been the worst 
grim. Heaps of garbage dot the narrow and still affected. There are some 350 diamond units here, but 
very marshy bylanes, and a strong but indistinct more than a quarter of them have done no work since 
odour hangs thick in the air. The only people out — the place first got flooded on August 7. “To us, August- 
in the streets cleaning the muck up seem to be Pandol’s September is the busiest season every year, and that at 
diamond entrepreneurs. Not surprising. Pandol is one present is looking like a lost opportunity,” says Vijay 


90 BUSINES ODA SEPTEMBE 















Sangani, a manager at Pandol’s Vitrag Diamonds. 

Elsewhere in Surat, things are no better. With an 
annual turnover of Rs 45,000 crore from diamonds, 
Surat is the heart of India’s diamond industry, 
accounting for 90 per cent of the country’s diamond 
business. Significantly, of every Rs 100 worth of dia- 
monds finished, Rs 90 is exported. There are about 
4,000 diamond units in all, including those that cut, 
polish and finish diamonds, with the smallest unit 
pulling in Rs 10 crore a year and the biggest, as much 
as Rs 1,500 crore. Since the business is relatively low 
skilled and labour intensive, margins are wafer thin at 
3-5 per cent, and all the units are in a constant battle 
to cut costs and maintain revenues without compro- 
mising on quality. 

Driving through Surat, it is evident that the floods 
will take a big toll of the diamond units. Compared to 
the 1998 flooding of the city (then described as the 
worst-ever in Surat’s history), this year’s inundated five 
times the area and lasted three times longer. Initial esti- 
mates put the losses at between Rs 3,000 crore and Rs 
5,000 crore (this does not include losses of the local tex- 
tile industry, the other big money-spinner for Surat). 
Babubhai B. Viradia, Secretary, Surat Diamond 
Association, gives the break up. Loss of production over 
15 days: Rs 1,400 crore; loss from damaged machin- 
ery: Rs 400 crore; and personal loss to workers from 
things like damaged homes, Rs 100 crore. But that still 
doesn’t add up to Rs 3,000 crore. So, why are diamond 
entrepreneurs like Viradia fearing the worst? Because 
no one is really sure when Surat’s cutting and polish- 
ing tables will start whirring again. 





Pandol, one of Surat's 
biggest diamond 
hubs, is the worst hit 
There are some 350 
diamond units in its 
Industrial Estate No. 1 
More than a quarter 
of them have done 

no work since the 
place first got flooded 
on August 7 





Surat Diamond Association's Viradia: Give 


10е апа losses hel Ine 


Industry Of Immigrants 

Most of the workers in Surat’s diamond industry 
cluding skilled, semi-skilled and unskilled workers) 
are not from Surat, but come from states such as 
Uttar Pradesh, Bihar and Rajasthan. Typically, seven out 
of every 10 workers at a diamond factory is an immi- 
grant, and when the floods hit the city, most of them 
fled to their homes. “The worrying part is that they are 
likely to get back only after Diwali and that means we 
have in one stroke lost the biggest season,” points 
out Jayesh Patel, who owns M.V. Enterprise. His 





` bt diamonds 


company has an export oriented unit (EOU) in Pandol 
that is all but destroyed. “Out of a total workforce of 
200, we are down to just 30,” laments Patel. Every 
diamond unit has a circular table that can accommodate 
four workers at one time, but at Patel’s Pandol unit, just 
three of 60 such machines are working. With great dif- 
ficulty, Patel has managed to give his unit some sem- 
blance of normalcy by rigging up make-shift tube 
lights to allow a handful of workers to resume work. 
His biggest concern now is two-fold: How to get pro- 
duction fully back on track and how to manage costs, 
since not only has his firm lost rev- 
enues, but it has had to continue 
paying worker salaries. In fact, that’s 
a challenge that confronts every 
single unit in Surat today. 
Factories that have been spared 
damage to their machinery, such 
as Surbhi Gems’ elevated unit at 
Mini Bazaar district, have other 
worries to grapple with. “At least 70 
per cent of our staff has been with 
us for about six years and they are a 
very experienced lot. Our fear is 
that more will go away,” says 
Lalubhai Kunt of Surbhi, which em- 
ploys about 1,000 workers. (That 
means even if Surbhi manages to 
get new workers, they may not 
deliver the same quality or produc- 
tivity.) The workers who stayed 
back did so not because they wanted 
to, but because they had no choice. 
“There is not much to do at home, 
although I have some land. Besides, 
(farming) is quite unpredictable,” 
says Kamlesh, who hails from Bihar 
and works at Harikrishna Gems. 
What makes matters worse for tare 
the industry here is the fact that ИТИ 
most of the units have not both- 
ered to get an insurance cover. 
“The problem is with the trade itself, since it is not 
very transparent in its dealings,” says a Surat-based 
senior insurance official. “There are insurance com- 
panies offering policies specifically for the diamond 
and jewellery business, but it is only the larger play- 
ers that have opted for them,” he adds. The local 
industry does have an insurance system of its own, but 
it is meant for the workers and not the businesses. 
Two years ago, the industry association launched a 
scheme that allowed a worker to get personal accident 
insurance of Rs 1 lakh by paying a premium of Rs 
225 per annum. However, says the association’s 
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Viradia, the response to the scheme has been poor. 
Out of Surat’s total diamond workforce of 70,000, 
only 20,000 have signed up for the insurance scheme. 
Needless to say, had the city’s diamond units or 
their workers opted for proper insurance, the story 
today would have been very different. 

As mentioned earlier, this is not the first time 
that Surat has been hit with flash floods. Back in 
1998, a similar flood ravaged the city. In both 
instances, it wasn’t just rains, but water released 
from the nearby Ukai dam that caused the flooding. 





According to estimates, this time around, up to 80 
per cent of Surat remained under water (between 
two and 20-feet, depending on the location) for 
five days. The state government has set up a one- 
member panel to probe allegations of negligence by 
dam officials. The panel will submit its report by 
December 31, 2006. “The diamond industry here is 
not a very educated community and owners of 
smaller units, for instance, do not understand the ben- 
efits of things like insurance,” says Viradia, explaining 
why the city doesn’t seem to have learnt from the 
experience six years ago. 
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| tages 2005-06 - . 
[L7 Cotmpet fon. : 
WORLD CLASS MDPs FOR INDIA INC. 


The following shortlist of International faculty members visiting IIPM will be taking MDPs & 
training programmes for India Inc. as per the mentioned dates.* 


ene гы School of Management, Paris 


Isaac Getz 
Managing employee Ideas for Performance 
New Delhi. Bangalore, Mumbai 


May 05 


Columbia GSB 

Partha Mohanram - 

Investment Finance 

New Delhi, Mumbai, Bangalore 


iversity of Cambridge 
de Rond ul. 05 
a 


J 
borating to Compete: Value Creation and Conflict Resolution 
New Delhi, Ahmedabad, Bangalore, Mumbai 


London School of Economics 

Tobias Kretschmer 

Strategie Thinking in the High-Tech Arena 

New Delhi, Ahmedabad, Bangalore, Mumbai 


University of Oxford 

Owen Darbishire 

Human Resources and Effective Mana; / 
New Delhi, Hyderabad, Chennai, Bangalore 


London School of Economics 

Raymond Richardson 

Modern Human Resource Strategy 

New Delhi, Ahmedabad, Bangalore, Mumbai 


LSE 

Geoffrey Owen 

The impact of globalisation on industries and firms 
New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 

Ап Ginsberg Non 05 
Corporate Entrepreneurship: Leveraging Innovation for Growth 
New Delhi, Mumbai, Bangalore, Ahmedabad. 


Jun. 05 


Ang. 05 


Ang. 05 


Sep, 05 


Sep, 05 


Wharton School of the Univ. of Pennsylvania 
der Essegaier De. 05 
Pricing Strategies 
New Delhi, Bangalore, Chennai, Hyderabad 


Stanford University Graduate School of Business 


Rick Aubry Ре. 05 
Social Entrepreneurship 

New Delhi, Ahmedabad, Mumbai, Bangalore 

IMD 

Michael Yaziji Dec. 05 


Non Market Environment that can profoundly impact industries 
New Delhi, Chennai, Bangalore, Hyderabad 


YALE 

Ravi Dhar 

Branding 

Bangalore, Chennai 


Dee 05 


IMD International 
Donald Marchand 


Jan. 


Reaping the Business Value of IT : Optimising Payback 


New Delhi, Hyderabad, Bangalore, Mumbai 


INSEAD 

Andre Laurent 

Managing Across Cultures 

Bangalore , Chennai, Hyderabad, New Delhi 


University of California 

Holly Schroth 

Negotiation and Conflict Resolution 

New Delhi, Bangalore, Hyderabad, Chennai 


INSEAD 

Amitava Chattopadhyay 

Customer Focus 

Bangalore, Chennai, Hyderabad, New Delhi 


Wharton 
Johannes Pennings 


Feb. 


Mar. 


lpr. 


May 


Strategic Management of Innovation: overcoming inertia ; 


the adoption and implementation of an emerying 


technology 
Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Pietro Veronesi 

Finance 

Bangalore, Chennai, Hyderabad, New Delhi 


Chicago GSB 

Phillip Afeche 

Operations Management 

Bangalore, Chennai, Hyderabad, New Delhi 


Stanford 

Prof. Wasim Azhar 

Managing Sales and Distribution Channels 

New Delhi, Hyderabad, Chennai, Bangalore 


Chi GSB 

Prof. Uri Gneezy 

Negotiation 

New Delhi, Mumbai, Pune, Ahmedabad 


Chicago GSB 

Prof. George Wu 

Decision Making 

New Delhi, Hyderabad, Chennai, Bangalore 


NYU Stern 
Prof. Zur Shapiro 


Jun. 


lul 


Aug. 


De. 


Risk Taking and Managerial Decision Making (tentative) 


New Delhi, Mumbai, Ahmendabad 


06 


06 


06 


06 


06 


06 


06 


2. 06 


4 U6 


06 


All the MDPs are jointly taken with a member of IIPM faculty & conducted by Planman Consulting 


AT THE MOST AFFORDABLE PRICES 
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Investment per participant for the above mentioned programmes : Rs. 10,000/- 


+ *Get in touch today with Chanda for more details and a more exhaustive list of MDPs at 


chanda.mehra@iipm.edu or training@planmanconsulting.com; www.iipm.edu; www.planmanconsulting,com 
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acclaimed Management 


Guru's and experts who have 
taken sessions with 


IIPM students!! 


Stephen R. Covey - 
Success Guru 
Oct. 03 


Zig Ziglar - 
Leadership and 
Motivation Guru 
March 04 


Philip Kotler - 
Marketing Guru 
Oct. ‘04 


Rajeev Kobli - Columbia GSB 
Destructive Innovation 


Gita Gopinath - Chicago University GSB 
Macro Econ. Planning 


Bharat Anand - Harvard Business School 
Competitive Strategy 


Arindam Chaudhuri - 
Management Guru 
Leadership & Strategic 
Vision ۵ 
[ وء‎ б "r 7 Ё 
Tom Kirchmaier - LSE 7 A 
Bargaining & Й — 
Negotiations 
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Industry at Risk 
Surat’s plight will inevitably tell on India’s gems and jew- 
ellery exports. India is the world’s biggest processor of 
stones, cutting and polishing 11 out of every 12 dia- 
monds, Last year, the country exported Rs 68,686- 
crore worth of gems and jewellery, accounting for 15 per 
cent of total exports. Given that Surat accounts for 90 
per cent of the industry’s output by value, exports will 
take a big knock this year. According to the Mumbai- 
based Gem & Jewellery Export Promotion Council 
(СЈЕРС), while there has been no loss of stocks in trade, the 
estimated production loss has amounted to $60 million 
or Rs 282 crore. “The floods have disturbed the entire 
supply cycle of diamonds to the international markets and 
as clients do not carry huge inventories, the total exports 
of gems and jewellery is likely to receive a setback,” said 
Bakul R. Mehta, Chairman, GJEPC, in a statement. 

However, some of the Surat-based factory owners 
say that there is no danger of buyers moving to a dif- 
ferent sourcing destination, since no other country 
(at least in small diamonds) is as competitive as India. 
“We have had long-standing relationships with our 
clients and we have managed to extend deadlines,” says 
Viradia. “They also realise that the city is going through 
a rough phase.” 

Meanwhile, the Surat diamond industry, through its 
association, has made a formal representation to the 
state government, and one of the demands is for soft 
loans for workers. “The workers are referred to as 
ratna kalakaar and they are the backbone of this 
industry,” he says. “We have also asked for help on 
replacing our machinery and some concessions on the 
VAT (value added tax) front, besides deferment of pay- 





Most of Surat's 
workers come from 
other states. Typically, 
seven out of every 10 
workers at a diamond 
unit is an immigrant, 
77 | and when the floods 
came, most of them 
fled to their homes. 
And they are likely to 
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ments on our loans." 

If Surat's diamond industry feels emboldened to 
ask for help, it's also because it has often come to the 
community's aid in times of crisis. For example, after 
the 2001 earthquake in Gujarat, diamond factory 
owners helped rebuild homes. But Chandrakant 
Sanghavi, President, Gujarat Hira Bourse, and 
Chairman, Indian Diamond Institute, says that the 
floods have come at an inopportune time for the 
diamond business. *The industry has already been in 
the midst of a recession for about six months now, and 


return only after Diwali 



















the only thing that can help its cause is its own 
resilience,” says Sanghavi. 

With the people of Surat busy salvaging their 
homes, the start of the festive season looks bleak. 
Kiah Diamond Jewellery, located in upmarket Ghoddod 
Road, is among the city’s largest retailers and, therefore, 
quick to feel the pinch. “Last August, we did a total sale 
of Rs 22 lakh and this August, we are at barely Rs 2 
lakh,” informs store manager Dhirubhai Naik. “At 
any point in time, we have at least 15 customers in the 
store, but today I would be lucky if more than one cus- 
tomer walked in,” he says. Indeed, during the 40 min- 
utes that this reporter spent at the store, not a single 
customer walked in. 

For а city that thrives on its “evening trade"—be it 
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What makes matters 
worse is that most of 
the units have not 
bothered to get an 
insurance cover. Had 
the diamond units or 
their workers opted 
for proper insurance, 
the story today would 
have been very 
different 
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diamond, textiles or entertainment—the floods have 
delivered a huge blow. “Surat has always bounced 

back from crisis and will do so this time as well,” says 

Patel. Those aren’t just brave words. Rather, it is a sim- 4 
ple statement of intention. At Rs 45,000 crore a year, 

the stakes are simply too high for Surat’s diamond 

industry to sit around and торе. Ш 
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Coffee, Tea And 


Audacity 


Since acquiring Tetley six years ago Tata Tea, along with its coffee 
subsidiary, has spent at least $1.4 billion on a string of international 
acquisitions. The vision? To carve out a meaningful slice of the global 
beverages pie, which is as large as $100 billion in just the US. 


SHIVANI LATH 


S CONTRASTS GO, IT CAN'T GET BETTER THAN 
this. On one side you have a company that 
is a part of a 138-year-old perceptibly 
stodgy and colossal Indian business group, 
and that for a better of its life has been 
largely an unassuming commodities player. On the 
other side you have a maverick, young New York ent- 
repreneur, a pioneer with an eight-year-old business 
that’s moving faster than multigrain hot cakes. The two 
sides are brought together by investment bankers, in a 
couple of months they shake hands and decide they can 
work together. Result? A $677 million (Rs 3,182 
crore) purchase of 30 per cent in a beverages company, 
the largest acquisition by an 
Indian company overseas. 
The pioneer from New 
York is the affable 45-year- 
old Darius Bikoff, Founder 
and CEO of Glaceau, a maker 
of ‘enhanced’ water. The 
Indian business group in ques- 
tion is of course the Tatas, 
and the company is Tata Tea, 
which also has a subsidiary in 
Tata Coffee. Ratan Tata, who 
met Bikoff before an agree- 
ment was reached, will be 
Chairman of Energy Brands 
Inc., the company that owns 
Glaceau. The dissimilarities 
between the two partners may 
be palpable, but it’s what they 
jointly bring to the table that 
makes this transaction one of 
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Most of Tata Tea’s sales are from brands... 








...And two-third of sales are from the first world 


a kind. Consider: Since inception in 1998, Glaceau 
has been running at a 200 per cent compounded average 
growth rate. Bikoff's products—vitamin water, smart wa- 
ter and fruit water with 13 variants—sell in roughly 40 
states in the Us. The company did a turnover of $355 
million (Rs 1,597 crore) in 2005. In short, as far as build- 
ing a brand goes, Bikoff's managed to do in 10 years 
what Gatorade has done in 40 (Gatorade, which is a part 
of the Qaker Oats group, showed revenues of $3.1 
billion or Rs 13,950 crore in 2005). And best of all, the 
market for enhanced water in the Us is estimated at a 
cool $10 billion (Rs 47,000 crore), and every year it 
slowly but surely eats into the cola share of $80 billion 
(Rs 3,76,000 crore). Last year, 
for the first time, the soft 
drinks market actually shrank 





о, 
89% Brands by 2 per cent. “The opp- 
2% Bulk ortunity before us is huge. 
REE With more and more people 
| 2% Instant Tea shifting from drinking car- 
— 4% Coffee bonated beverages to health 
drinks, we have the chance 
~ 3% Others to capture an opportunity the 


size of $80 billion,” says 
Bikoff, whose mother was 
born in Iran and father was a 


—18% US And Canada US-based entrepreneur. 

-4% Such cross-cultural rear- 
_Г 4 Europe : h xh 

ing may have gone some way 
— 296 CIS Countries in opening Bikoff's mind to 
] | „ the Tatas (Tata’s 30 per cent 
4% Australia = in Glaceau is what private 
3% Rest Of The World = Equity firm TSG Consumer 


Partners earlier held). 


SOUMIK KAR 


(From left to right) Siganporia, Bikoff and Krishna Kumar: The Glaceau acquisition beefs up Tata Tea's pres 


Tata Tea, for its part, could not have met with a better 
opportunity to expand its portfolio, beams R.K. Krishna 
Kumar, Director, Tata Sons, and Vice Chairman, Tata 
Tea. For some time now, Tata Tea has been pushing at 
the boundaries, in an attempt to move away from the 
commoditised and cyclical plantation business. Six years 
ago, when going global hadn't yet turned into a cliché, 
the company with a market cap of under $400 million 
paid about $473 million to acquire Tetley in the UK, 
India's single largest acquisition then. The idea then 
was to transform a volatile commodity business into a sta- 
ble and more attractive FMCG business model. It was a big 
gamble—Tata Tea had leveraged itself to the hilt (albeit 
in a ring-fenced manner), not the safest thing to do for 
a cyclical business. It took a while to digest the Tetley acq- 
uisition (Tata Tea’s market cap fell to less than $150 mil- 
lion during 2001-02), but the acquisition worked. Tetley 
turned profitable in 2002 thanks to lower input costs 
(partly thanks to the parent’s sourcing ability), improved 
market share in key markets (UK, Canada, Australia and 
in a small way, the us) and gradually 
serviced down the debt. 


Awaiting A Breakthrough 

Growth in black tea has been hard to 
come by and Tata Tea, (now over a $1 
billion or Rs 4,700 crore market cap 


m Gives Tata Tea a geographic expansion in the key US 








ince in the 






HOW GLAC 


market, where the company is currently under 
represented 


ш Tata Tea has been looking to acquire a distribution 


network in the US to grow Tetley. It acquired the 
west coast-based Good Earth in 2005 


m Tata Tea gets a toehold in a fast growing drinks 





category: Core tea and coffee business has not 
seen any significant growth in recent years 


m Energy Brands Inc. (EBI), the company that 


owns Glaceau, may leverage Tetley's global 
presence: EBI currently is only in the US 


m EBI, with the backing of Tetley and the Tatas, 





may find it easier to withstand competitive 
pressures from giants like Coke and Pepsi 


m Tata Tea to eam out from the financial investment 


as the leverage is paid off: The value may be 
captured on full acquisition or through an IPO of EBI 
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company) has been looking for a breakthrough in 
terms of its product structure and market footprint. It 
has been busy buying up firms and brands—Good 
Earth, a specialty tea company in the us, and Jemca, 
another one in Czech Republic, and most recently 
Eight О” Clock Coffee, a specialty coffee brand in the 
us. “We scanned the market, we looked through many 
companies, some fruit juice companies, interesting but 
not exciting enough. And in that process, we came to 
Glaceau. It set fire to our imagination. The fact that they 
are in a category that is changing the beverages market 
today was exciting," says Krishna Kumar explaining 
how the Glaceau deal came about. 


ON TAKEOVER TRAIL 


Tata Tea has been busy with buyouts since 2000 








П 


Without any structural changes, the company will 
immediately see Glaceau handling Tetley’s ready-to- 
drink tea business in the us. The product has been 
launched in Canada and the UK and Glaceau will bring 
it into the US. The synergies between the two compa- 
nies, quite clearly, have been the deciding factor in this 
deal. While Tata Tea can leverage Glaceau’s distribu- 
tion network for its products, Glaceau will look to use 
Tetley’s dominance in the UK and other markets when 
it makes its global foray. “In terms of strategy, it’s a 
good move as the acquisition provides them with a car- 
rier brand and distribution base to build on the inter- 
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nal strengths in the field of beverages,” says Sunil 
Alagh, Chairman, SKA Advisors, and former Managing 
Director of Britannia Industries. 


Paying A High Price 

A business growing in triple digits doesn’t usually 
come cheap (in fact they rarely come at all these 
days). That is perhaps why Tata Tea has paid what 
seems like a high price for a 30 per cent stake in the 
company—almost six times trailing sales. (Glaceau as 
a whole gets valued at $2.25 billion or Rs 10,575 
crore via this deal). “When we looked at transac- 
tion multiples in the particular domain area, there 
were two other such deals, What we have paid is not 
out of line, it is a fair level of multiple that has come 
through. Finally, we are talking about a transaction that 
has occurred because we want to drive a particular 
vision of the beverage category,” says Percy Siganporia, 
MD, Tata Tea. “Having a single product focus has its 
own vulnerability, having a multiple product focus in 
the same space gives you that much trajectory that 
you can push through when one or the other begins to 
wobble for any reason,” explains Siganporia. 

The 30 per cent acquisition is expected to be 
funded by new equity injection into Tata Tea Св—а spe- 
cial purpose vehicle created during the Tetley acq- 
uisition, to the tune of $250 million (Rs 1,175 сгоге)— 
by Tata Tea ($192 million) and Tata Sons ($58 million). 
The balance will be debt financed by Tata Tea GB. 
"The additional debt for funding the acquisition will 
result in gearing (debt-equity ratio) shooting up to 
2.7 times in the current fiscal. This will weaken the bal- 
ance sheet and thus restrict Tata Tea from pursuing any 
further acquisitions," says Hemant Patel, an FMCG 
analyst at Enam Securities. Only, Krishna Kumar does- 
n't think so. The balance sheet is not stretched. Tata Tea 
can do yet another acquisition, he says, even as spec- 
ulation gained ground last fortnight that Tata Tea 
had formed a 50:50 joint venture with a Chinese firm 
at an investment of Rs 100 crore. An announcement is 
on the cards, aver company officials. 

While Tata Tea has acquired 30 per cent currently, 
as per the contract, the company has the option of inc- 
reasing the stake to 40 per cent *whenever they choose 
to’. Both Glaceau and Tata Tea officials did not rule out 
the possibility of an initial public offering a couple of 
years down the line, once Glaceau entrenches itself in the 
us market and is ready to take its products overseas 
(Krishna Kumar thinks Glaceau can become a $8-10 bil- 
lion or Rs 37,600-47,000 crore giant in quick time). 
That Tata Tea was shedding its stodgy past became 
evident six years ago when it took over Tetley. With a 
foothold in Glaceau, the Tatas are now not only chang- 
ing with the times but also moving ahead of them. m 
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An Eye On The American Pie 


A clutch of Indian companies is attempting to carve out a presence in the US by taking its 
brands there or, even better, by acquiring businesses in the US of A. SHIVANI LATH 


STORMING THE FINAL 
FRONTIER 


A number of Indian businesses are gearing 
up to address US consumers. 


m Tata Tea and Tata Coffee have acquired 
tea, coffee and water brands in the US 


m Anand Mahindra has launched his tractors 
in the US, and is now gearing up 
to sell his utility vehicles 


m GHCL has acquired the third largest player 
in the US home textiles market 


m Banks like ICICI and SBI are said to be 
. keen to start full-fledged US operations 


m Indian Hotels has got into a long-term 
lease with a US hotel, and is eyeing more 
deals on the east and west coast 





been accompanied with their attempt to capture 

the mindshare and wallet of the Us consumer. 
With consumption contributing to more than 70 per 
cent of the global gross domestic product, the large and 
lucrative US market remains the ultimate destination for 
any international company. 

Japan, as it recovered from the World War to 
emerge an economic superpower, launched its assault 
on the Us automobile market in the 70s. The J-three 
(Toyota, Nissan and Honda), by 1980, had captured 
about 22 per cent of the cars and trucks market in the 
us. Today, Toyota’s strong presence in the world’s 
largest market (North America contributes 34 per cent 
of Toyota’s sales and 43 per cent of its profit) could ena- 
ble it to emerge as the world’s largest car manufacturer, 
overtaking General Motors. Meanwhile, consumer 
electronics majors like Sony, Matsushita and Sharp 
replicated the success of their automobile counter- 
parts by capturing more than 50 per cent of sales of tel- 
evision sets in the Us. Korean chaebols Samsung, 
Hyundai, LG too followed the same path as Japan. 
Samsung made an effective transition from a strong local 
player to a major international brand by adapting the 
brand to fit the needs of the foreign markets. And 
then China demonstrated its new-found confidence 


Te RISE OF NATIONS AS ECONOMIC POWERS HAS 
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M&M's Anand Mahindra: Taking on the US auto giants 


when Lenovo acquired Big Blue 1BM’s PC division, 
making it the third largest pc maker in world. Till 
then, Chinese products could be found in every us 
retail store, but with a us label. 

Indian companies are now taking their first, although 
tentative, steps towards this mother of all markets—and 
with their own labels. The phenomenon is a result of 
Indians shedding their inhibitions about the ‘Made in 
India’ brand, explains Brand Consultant Harish Bijoor 
of Harish Bijoor Consults. “Earlier, anything made 
in India was considered a lousy or cheap product. 
That is not the case anymore. Indian brands are getting 
aspirational and want to move out of the artificial ter- 
ritories they created of being within their country. 
The first overseas impact was made by technology 
firms, the second will come from physical brands,” adds 
Bijoor. Investment bankers responsible for running 
cross border acquisitions concur. Says Udayan Bose, a 
veteran investment banker and Chairman of Thomas 
Cook (India) Ltd: “Per capita consumption of any 
product is the highest in the us, so it is only logical for 
consumer product companies to want a share of the 
pie.” Adds Amit Chandra, Managing Director and 
Head (Global Markets and Investment Banking), DSP 
Merrill Lynch, *It is the most competitive market 
globally, but offers those who can penetrate it the 
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advantages of unmatched business volume and fair 
business environment." 

Yet, Bose is cautious. While he believes that corpo- 
rates today have the cash and ability to invest overseas, 
he sees a greater opportunity for sectors such as IT, 
rather than Indian FMCG companies. “I don't see deals 
such as the Tata Tea one happening with other FMCG 
companies. There are no Indian brands in the top 100 
global brands, so how can you expect one that occupies 
say number 299 to suddenly explode on the us scene and 
make a mark? It's difficult and unlikely. Tata Tea's 
was an opportunistic acquisition," explains Bose. 

What he says is true. Indian rr majors like Infosys, 
Wipro and Tcs have been building their brands in the us 
for more than a decade now. (Of the cumulative 306 


SOUMIK KAR 


Indian Hotels' Bickson: Making Taj a global brand 


outbound acquisitions tracked by FICCI from January 
2000 to July 2006, the rr services/BPO sector accounted 
for 28 per cent with 90 deals across the globe.) An FMCG 
company, Tasty Bite Eatables did take its ready-to- 
serve products to the Us markets a decade ago. As CEO 
Ashok Vasudevan recalls: *Building a brand in the us is 
arduous, time-consuming, expensive and often proves 
to be a very steep learning curve. It has taken us this long 
to establish Tasty Bite as India's largest food brand in the 
us. While this has taken time, the resultant sales, mar- 
keting and supply chain infrastructure became robust, 
scaleable and can now be used to carry other products 
and brands. This also acts as a strong entry barrier." 
Tasty Bite may well be an exception, as it targets 
mainly people of Indian origin. Yet, perhaps taking ins- 
piration from the J-three, it is clear that the us is a mar- 
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ket Mahindra & Mahindra cannot afford to ignore in any 
of its businesses. While it set up a separate tractors 
company in Texas in 1994, Anand Mahindra, Managing 
Director, is looking to set up Mahindra Finance outfits 
in the us. In a recent interview to Business Today, Anand 
Mahindra said: “This will help us finance our tractors and 
vehicles, and it will start just as it did in India by financing 
our own products and services.” 

But the question everyone is asking Anand Mahindra 
is: When will he launch the Scorpio in the us? “Like the 
tractor in the Us, the Scorpio has done the same thing 
in South Africa. The hardest market to crack is the us 
market.” Is it possible to crack it, then? “Nothing has 
taken the us off our radars, and if you’re making vehicles 
you always want to try to crack the Us market. With a 
specialist product like ours, it’s much easier,” he adds. 

Meanwhile, the Indian textiles industry too is trying 
to make inroads into the $30 billion (Rs 1,41,000 crore) 
us and EU home textiles market by aligning its low cost 
manufacturing base with us-based brands. Gujarat Heavy 
Chemicals Ltd (GHCL) has chosen a different path by 
recently acquiring Dan River, the third largest player in 
the Us home textiles market and the owner of the brand 
"Bed in a Bag' and preferred supplier to large retailers like 
JC Penny and Linen & Things, Wal-Mart and Bed, 
Bath & Beyond. Says R.S. Jalan, Joint Managing Director, 
"The us is one of the largest markets no company can 
afford to ignore, and acquisitions provide the opp- 
ortunity to quickly move in that market with a ready 
customer base and infrastructure in place." 

As India readies to open up its banking industry to 
competition by 2009, and Indian banks strengthen 
themselves to face the onslaught of new entrants, the 
larger players like SBI and ICICI Bank too might look to 
establish more meaningful operations in the Us. The 
foray, however, say industry sources, will depend on the 
Us regulators, who have stringent ‘know your cus- 
tomer’ norms. As of now, the case appears weak in the 
wake of rising terrorist activities across the globe. 

Another Tata company that’s eyeing the us is 
Indian Hotels. The company entered into a 30-year 
lease deal with Pierre Hotels in New York in July 
last year. “We are concentrating on the Us (east and 
west coast), Sydney, Dubai, Thailand and China,” 
Managing Director Raymond Bickson told ВТ recently. 
The company, in five years, aims to have a third of its 
revenues from overseas operations. The provocation 
for outbound growth is clear: “If the Hyatts and 
Hiltons of the world have entered India, why can't IHCL 
with the Taj brand in tow, build its own global network 
and leverage loyalty programmes and fill rooms in India 
and overseas,” adds Bickson. 

Companies like Indian Hotels, Tata Tea, M&M and 
GHCL are showing the way. Many more will follow. m 
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T DOESN'T TAKE MUCH TO 
sniff out this one. Prices 
of everyday items such as 
fruits and vegetables and 
wheat have turned dearer; 
fuel, of course, only seems 
to get more and more exp- 
ensive and, assuredly, the worst isn't 
over yet; and now, your monthly 
housing loan repayments have gone 
up too, thanks to a hike in lending 
rates by most banks. The inflation 
numbers say it all: The Wholesale 
Price Index (WP), more watched be- 
cause it has a larger number of items 
in the inflation basket and is up- 
dated every week, is inching up. In 
the 12 months to August 12, the 
WPI rose 4.92 per cent, higher 
than forecast and higher than 
the previous week's annual rate 
of 4.82 per cent. (The follow- 
ing week, it fell, but a negli- 
gible 0.01 percentage point). 
In the corresponding pe- 
riod the previous year, the 

figure was 3.7 per cent. 
To middle-class 
India, living on a fixed 
monthly salary, that's 
bad news. But like 
we ап unattended 
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qai? ection, high infla- 
3 tion can not just derail 
household budgets, but the 

overall economy. The good news: 
Far from leaving it unaddressed, 
the government has taken steps to 


Inflation Ahead? 


signs of inflation are all around, but how well the government and the 
RBI manage interest rates will determine whether it stays under control 
Or spirals ОШ. BALAJI CHANDRAMOULI 
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check inflation—from reducing taxes 
on commodities of mass consump- 
tion to keeping a check on the int- 
erest rates (lest industry and retail 
consumers decide to cool off; see 
Friendly Interventions). For instance, 
the government recently cut import 
duty on wheat, and has asked banks 
to ensure liquidity in the market to 
ensure that interest rates don’t rise 
further. “Hardening of global int- 
erest rates is not in our control, 
(but) what we are doing is to ensure 
ample liquidity so that the impact of 
hardening interest rates is softened,” 
Finance Minister P. Chidambaram 
told reporters recently. 

The million-dollar question, 
however, is this: Are these meas- 
ures appropriate and enough or 
does more need to be done to ens- 
ure that high inflation doesn’t choke 
economic growth? After all, inflation 
is а symptom, a response to supply 
issues, demand constraints or supply 
chain mismanagement. The political 
overtones of supply issues have 
never been underestimated. For 
example, the BJP-led state govern- 
ment in Delhi was voted out of 
power when onion prices shot 
through the roof in 1998 and bec- 
ame an election issue. Rising input 
costs for industry can slow down 
growth in the economy, since com- 
panies will find it hard to absorb 
costs, and passing the buck to the 
consumer will end up making goods 
and services more expensive and, 
hence, affect demand. 

On the demand side, when there 
is cheap capital available in the mar- 
ket, profligacy kicks in with different 
segments of consumers. Retail con- 
sumers shop till they drop, collec- 
tively ramping up prices that kick 
up inflationary forces. Industry, 
meanwhile, embarks on an expan- 
sion spree, hoping the bullish senti- 
ment will not lose steam and the 
incremental produce will find buyers 
when it hits the market. Evidently, 
what matters really is not inflation 
but the sentiment that it brings along. 


SOUMIK KAR 


After all, inflation affects different 
classes of society in different ways. 
BT takes a look at some of these 
issues, and brings out the nuances of 
the simmering inflationary forces. 


Cost Push 

The last time India imported wheat 
was eight years ago. This year, imp- 
orts are expected to be as high as 5 
million tonnes, a little less than a 
10th of our production. With global 
wheat prices ruling at double that of 
two years ago, it is not surprising 
that the WPI of wheat has risen 10 
per cent in the last year. As a con- 


М; 


sequence, farmers growing wheat 
are the only ones insulated from 
this inflationary measure. The trend 
is not limited to wheat. The same 
holds true for pulses and palm oil, 
where prices have risen sharply. 
Not surprisingly, the Consumer 
Price Index (cP)—it reflects retail 
prices, but not very accurately— 
for the agricultural workers has 
nearly doubled over the year. Since 
urban rather than rural spending 


High inflation: Can derail household budgets and the overall economy 





Friendly Interventions 


JUNE 8: Reverse repo rate raised 
by RBI by 25 basis points 


JUNE 28: Import duty on wheat 
slashed from 50% to 5% for 
private importers 

JULY 3: Ban imposed on export of 
sugar till March 31, 2007 





has been driving growth, India’s 
overall growth is unlikely to suffer 
significantly on this count, argue 
economists. “The effects of infla- 
tion on the rural sector will take 
some time to surface,” points out 
Rajesh Shukla, Chief Economist, 
NCAER, an economic think-tank. 
However, fact remains that the 
issue is accentuated by the govern- 
ment's inefficient public procure- 
ment system, compounded by con- 
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stant alterations in the import policies 
for commodities. “There are supply 
chain issues that squarely land in the 
court of the agriculture sector. That, 
to my mind, is the immediate prob- 
lem that the government needs to 
tackle,” says Govind Rao, Director, 
National Institute of Public Finance 
and Policy (NiPFP), and a member of 
the Prime Minister's Economic 
Advisory Council. *There has been a 
shortfall in domestic supplies due to 
demand as well as hardening of int- 
ernational prices. We have taken 
steps to augment domestic supplies," 
contends Union Agriculture Minister, 
Sharad Pawar. 

As much as fuel for the human 
body has become dearer, so has 
that for machines. Given that we 
import over 70 per cent of our 
crude oil requirements, the impact 
on the economy is significant. 
However, much of the impact is 
absorbed by the government and 
the public sector oil companies, 
since retail price of close to 60 per 
cent of the products (petrol, diesel, 
LPG and kerosene) are controlled. 
So, how fat is the bill? It is esti- 
mated that a $10 (Rs 470) per bar- 
rel rise in crude oil—the increase till 
date over the previous year's level— 
will result in an additional payout of 
Rs 35,000 crore for the 
economy. Of this, the 
industry will shoulder 
around Rs 15,000 crore. 
*Domestic industry has 50- 
been able to absorb this 
cost through efficiency 
gains, increase in scales 
owing to growth, and int- 
elligent substitutions 40- 
wherever possible," says 
Ajit Ranade, Chief 


45- 


Economist at Mumbai- 35- 
based Adiya Birla Group. 
Furthermore, the 30- 


robust growth in exports 
(at an average 20 per cent 
over the last four years), 257 


FERRA SOEN s 





“The real-worry for indus 
is the possibly of cont 


Sagging” 


R. Seshasayee/ President/ Cll 


firm cushion against the dampening 
effects of inflation. The sharp decline 
of the rupee vis-à-vis the dollar in the 
recent past (during April-July, the 
rupee declined by almost 5 per cent) 
has only improved the export 
prospects, which grew by as much as 
30 per cent last year. Says Jitender 
Balakrishnan, Deputy Managing 
Director, IDBI Bank: “Inflation is cur- 
rently below 6 per cent and I don't 
think it will go up substantially. Of 
course, oil prices have been increas- 


Wheels Of Woe 


Fuel prices may go up some more. 
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“Our advice to banks was 
meant to ensure industries 
got competitive credit” 


Ashok Lahiri/ Chief Economic Advisor/ Fin. Min. 


ing and media reports have sug- 
gested that oil may even touch $100 
(Rs 4,700) per barrel.” 

While public sector oil companies 
have significantly shouldered the 
burden of high oil prices, fears of 
an imminent retail price hike have 
kept the pressure on domestic interest 
rates. Interestingly, on this front, the 
government and the RBI have been 
pulling in opposite directions. The RBI 
has raised the reverse repo rate (the 
rate at which it sells its securities to 
banks, thus sucking out 
money from the system), 
signalling a higher inter- 
est rate regime. Since a lot 
of money is chasing a 
handful of assets, a higher 
interest rate will deter a 
rise in the flow and keep 
inflation at bay. The 
Finance Ministry, in con- 
trast, has tried to hold on 
to lower interest rates 
through its role as the 
owner of public sector 
banks, fearing that the pre- 
vailing consumption-led 
growth, especially in the 
retail consumer segment, 
will suffer if interest rates 
were raised. 


June 6, 
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bt inflation 


"At the end of the day, 
demand management is key 
to handling inflation” 


S. Chaudhuri/ Chief Economist/ ICRA 


Dearer Credit 
A clear indication of the growing 
strain on the banking system is the 
fact that the credit to deposit ratio 
for banks has reached new highs 
(that is, there is greater credit off- 
take) while the investment to dep- 
osit ratio, which is reflective of the 
investment in government securi- 
ties (that goes towards funding the 
fiscal deficit) has been dropping. 
Says Ashok Lahiri, Chief Economic 
Advisor, Finance Ministry: “The 
recent surge in the inflation rate 
has been on account of the rise in 
prices of primary products (wheat, 
sugar and pulses). Clearly, this is a 
supply-chain issue. As 
regards the Finance 
Ministry’s move to advise 
public sector banks (in the 
back drop of RBI raising 
the reverse repo rate), it 
was aimed at ensuring 
that credit to productive 
industries is not affected.” 
While this argument 
wears thin when it comes 
to the issue of preserving 
the autonomy of com- 
mercial banks, there is 
also a fundamental debate 


on whether the interven- 


110 BUSINESS TODAY SEPTEMBER 24 


2006 





N | 
чч E 


"We have taken steps to 
hike domestic supplies of 
wheat and pulses’ 

Sharad Pawar/ Union Agriculture Minister 


tion, if at all required, was prema- 
ture. Monetary theorists argue that 
the first time that supply-led 
inflation occurs, the government 
should not intervene. It is only the 
second time around that interven- 
tion should be made. 

Meanwhile, is the case of a sup- 
ply-led inflation overstated? *At the 
end of the day, demand manage- 
ment is key to handling inflation," 
says Saumitra Chaudhuri, Chief 
Economist, ICRA, and a member of 
the Prime Minister's Economic 
Advisory Council. *There is obvi- 
ously a demand issue that is intrin- 
sic to the rising inflation rate, espe- 


Money Pangs 
At the aggregate level, there's a growing credit offtake (credit 
deposit ratio) and lower investment in government securities. 
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INVESTMENT DEPOSIT RATIO INDICATES CREDIT DEPOSIT RATIO INDICATES LOANS 
INVESTMENT IN GOVT. SECURITIES CONSUMERS 


Figures in per cent 


TO INDUSTRY AND 


cially, when we look at the inc- 
reasing money supply in the sys- 
tem. Further, we need to remember 
that as we integrate with the Asian 
economies, inflation needs to be 
well below the projected 5 per cent 
mark,” he notes. 

Evidently, industry is not 
exactly complaining right now. 
Says President of industry associa- 
tion, Сп, and Managing Director of 
Ashok Leyland, R. Seshasayee: 
“Industry margins are indeed under 
pressure due to inflation and this 
cannot be made good by efficiency 
measures. However, the prevail- 
ing pace of economic growth has 
ensured that the overall profitability 
has not been affected." The real 
worry for industry, he adds, is the 
possibility of demand sagging due 
to the negative sentiment on inf- 
lation. “So far, this has not hap- 
pened, but the fears are entirely 
justified," he cautions. 

While the prices of industrial 
input commodities have risen 
sharply in the recent past, the fear 
of inflation is more due to the rise 
in agriculture commodity prices. 
Sure, government interventions 
have provided some relief, but 
there is far more that can be done, 
given the shoddy state procure- 
ment and pricing system. Signs of 
activity are visible as the private 
sector is slowly nudging its way 
into organised farm retail, where 

huge efficiencies are wait- 
ing to be reaped. Until 
organised retail—like in 
the us, where Wal-Mart 
is credited with single- 
handedly keeping costs 
down—significantly inc- 
reases its share of 3 per 
cent, supply chain inef- 
ficiencies will continue 
to add to the cost. And 
the RBI and the govern- 
з ment will have to con- 
tinue walking the fine 
line between credit-led 
growth and inflation. 8 
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Biscuits, anyone? Deveshwar has quickly created some top-selli 


We Also Make Cigarettes 


MAGINE GETTING INTO A FRAG- 
mented and messy market for 
wheat flour (atta), where there’s 
no supply chain, no consistency in 
quality, no brand loyalty, or even 
proper packaging. Kolkata-based 


In three years, ITC has attained 


did just that 
more than three years ago, and far 


tobacco giant, ITC, 


from get scared, it plunged right 
Result: Its 
Ashirwad Atta today boasts of a 
whopping 45 per cent share in the 


into the market. 


ng brands іп the FM 





G market 


branded and packaged wheat flour 
segment. It did something similar in 
biscuits, where it took on two major 
players (Britannia and Parle) and 
has garnered 8 per cent of the mar- 
ket in just two years. 


in the branded wheat (lou 


segment. And it took just two years to garner Ё per cent of the biscuit market 


Sure, it helps that ITC is a mar- 
keting behemoth that spends a stag- 
gering Rs 226 crore on advertis- 
ing. But that alone can’t explain 
why ITC has been able to crack the 
staples and biscuits markets. *rTC's 
traditional strengths of brand build- 
ing, trade marketing and distribution 
provide distinctive sources of com- 
petitive advantage in the market- 
place—whatever may be the prod- 
uct or service," says ITC's Chair- 
man, Y.C. Deveshwar. The com- 
pany believes, say its executives, 
that at the heart of a great brand is 
a great product. That means 
investment in product development. 
Last year, for instance, ITC spent 
Rs 54 crore on research and devel- 
opment of various products. *For 
any leader in its field, innovation is 
a byword for success. ITC's market- 
ing prowess has been significantly 
enhanced by a constant flow of 
innovations that have become 
benchmarks in the industry," says 
Kurush Grant, rrc's head of FMCG 
and tobacco businesses. Pre-printed 
vinyls instead of hand-painted 
hoardings, and planograms at points 
of sale are two such innovations. 

Aggressive marketing has sent 
ITC's non-tobacco FMCG sales soar- 
ing. In 2004-05, that part of the 
business fetched a relatively modest 
Rs 564 crore (it's a Rs 16,510-crore 
company we are talking about here), 
but last year the figure almost dou- 
bled to Rs 1,013 crore. Agreed, rrc 
has some consumer products such as 
incense sticks, stationery and even 
apparel that aren't doing as well, but 
it is evident that with each passing 
year, the company is looking less 
and less like the tobacco giant it 
once was. “At the fundamental level, 
we haven't changed," says Grant. 
“We still retain our passion for 
obtaining consumer insights and 
understanding consumer behav- 
iour," he says. At the end of the 
day, marketing is all about reading 
the consumer's mind. 

RITWIK MUKHERJEE 
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Tenacious Leader 


ARKETING IS ABOUT 

keeping customers happy,” 

deadpans Jagdish Khattar, 
Managing Director of Suzuki- 
owned Maruti Udyog. How seri- 
ously does the small car-maker, 
which has a 45 per cent share of 
the market, believe in the motto? 
Enough for Khattar to cut his 
marketing budget and transfer it 
over to sales and service. No won- 
der, Maruti has been topping J.D. 
Power’s customer satisfaction sur- 
vey for six years now. But there 
are times when even the savvy 
market leader trips up. Like in 
the recent months. Maruti’s sales 
peaked in May this year at a 
record 53,396 units, but have 
declined since. What went wrong? 


oh 
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Numero Uno: But Khattar's muL has hit roadblocks in recent months 


Production of its B-segment car, 
Zen, was stopped a couple of 
months ago to make room for 
the new Zen, due for launch in 
November. WagonR too went 
off the assembly lines for a few 
weeks as Maruti worked on a 
facelift. “Withdrawing the Zen 
has been one of the most difficult 
things we have ever done,” says 
Khattar, a former IAS officer. “Not 
only did it make a 3,000-4,000 
unit hole in sales, we should have 
launched the replacement model 
straight away.” Needless to say, 
Khattar is a wiser man today. 
“We will not make the same mis- 
takes next time,” he promises. 
Rivals, take note. 

KUSHAN MITRA 


ay this year. But, subsequently, sales dropped 
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Well oiled: Marico's 





image has been overhauled by Mariwala 


Marketer Of Wellness 


ARSH MARIWALA HAS A NAMI 

for the strategy he has been 

employing at Marico ever 
since he joined the family busi- 
ness way back in the 70s. He calls 
it ‘discontinuous growth and the 
philosophy of wellness’. It was 
discontinuous growth when he 
led a small family-owned busi- 
ness from (oil) wholesale to retail, 
it was discontinuous once more 
when he dumped (after a seven 
year-long battle) tin for plastic as 
the packaging medium. “The shift 
to plastics resulted in huge gains in 
market share to about 30-40 per 
cent, from the pre-plastic days of 
10-15 per cent,” says Mariwala, 
Chairman and мр. 

Over the years, Mariwala has 
kept ploughing profits back into 
advertising and packaging 
innovations to change the image 
of the company from a fuddy- 
duddy one to a modern brand. 
And that’s how products like 


Advertising and 


Parachute Jasmine and Parachute 
hair cream were born. Another 
thing that Marico has done is to 
stay focussed on its key brands 
and emphasise the wellness quo- 
tient. Saffola, for instance, has 
retained the “good for heart” ess- 
ence of the brand over the years. 
“It is very tempting to cross the 
boundary to extend market size, 
but it should not dilute the brand,” 
says Mariwala. Therefore, all 
brand extensions (into salt, wheat 
flour, and three varieties of oil) 
have kept the touchstone in mind. 
“We have always been in the busi- 
ness of wellness and Kaya is just an 
extension of that philosophy,” 
says Mariwala, referring to 
Marico’s newest diversification 
into skin care clinics. It took 
Mariwala 15 years to hit Rs 1,000 
crore in annual revenues. He 
expects going from here to Rs 
2,000 crore to take just three years. 

SHIVANI LATH 
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ЕМСС Serial 
Brand Builder 


ERHAPS IT'S TIME PARAS DROPPED 

or changed the second part 

of its name. In the five years 
since the Ahmedabad-based com- 
pany started focussing on FMCG 
products, it has amassed an enviable 
portfolio of brands. Dermicool (tal- 
cum powder), Afterbath (freshness 
cream), Livon (hair protection), Set 
Wet (hair styling gel) are just some 
of its well-known FMCG brands. “I 
think the quality of our distribu- | 
tion has made us тоге an FMCG | 
company than a pharmaceuticals 
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What's in a name? Patel has made a 
successful foray into the FMCG market 
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HCL celebrates 30 sparkling years. 
And here’s to our employees, customers, partners and shareholders, 
who lead us to new discoveries everyday. 


What's an appropriately М 
momentous thing to say on 
arr occasion like this? 


к» x 
“To know more about the highlights & achievements 
of HCL over the last 3 decades, 
visit www.hel.in/30 
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Wide range: Paras has portfolio of 
small but well-known brands 


company,” quips Chairman & CEO, 
Girish Patel, who also believes in 
advertising like an FMCG company. 
In the market for over-the-counter 
pharma products, Paras has top- 
selling brands such as D’Cold, 
Borosoft, ItchGuard, Krack, and 
Mooy, to name a few. Evidently, 
going from OTC to FMCG hasn’t 
been too hard for the family-man- 
aged company. “Our usp lies in 
having products that are specifi- 
cally targeted at the consumer,” 
points out Patel. 

Today, Paras is a Rs 250-crore 
company with a Rs 50 crore bottom 
line, but Patel is thinking big. “By 
2011, we want to be a Rs 1,000- 
crore company,” he states. Raising 
money to fund the growth won't be 
a problem for this closely-held com- 
pany. It recently sold a 23 per cent 
stake to private equity investor Actis 
(which also owns 41 per cent in 
Paras-promoted Sterling Hospitals) 
for about Rs 200 crore. Paras 
already has a manufacturing unit 
at Kalol, near Ahmedabad, and is 
building another one at Baddi in 
Himachal Pradesh. The logic behind 
the new plant is simple: about half 
of the company's products are out- 
sourced, and Patel is keen to reduce 
that percentage. By 2011, Patel also 
wants a fifth of his revenues to 
come from exports (currently it is 8 
per cent). In other words, the show 
has just begun at Paras. 

KRISHNA GOPALAN 
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Class apart: Dholakia (standing) and his school are in the A-league 


TS RIVALS POOH-POOH ITS 

Numero Uno status in the busi- 

ness of management education 
("it's only a perception," says the 
director of a rival пм), but that 
doesn't really bother Bakul Dhol- 
akia, the man who runs India's 
best-known B-school, им Ahme- 
dabad. The numbers speak for 
themselves. Out of every 680 can- 
didates who apply for admission 
via the gruelling Common 
Admission Test (CAT), IIM-A admits 
only one. Big recruiters who 
queue up every year to hire from 
A often go back empty-handed 
because bigger Wall Street firms 
and MNCs have cleaned out the 
graduating class. 

What's the secret of A's en- 
during success? Rama Bijapurkar, 
a marketing consultant and an 


IIM-A alumna herself, says it is 
the school's focus on the four Ps 
of marketing. *The school stands 
for the best and affordable busi- 
ness education in the country," 
she says, pointing out the first 
two Ps: Product and pricing. 
Dholakia, on his part, says 
that the brand perception is not 
based on nothing. *The custodi- 
ans of IIM-A have worked consis- 
tently over the years to keep the 
institute's brand essence alive and 
to deliver on the brand promise 
without fail," he says. And when 
you have brand ambassadors 
(read: alumni) such as Unilever's 
M.S. Banga, ICICI Bank's K.V. 
Kamath, and management guru 
C.K. Prahalad, promotion takes 
care of itself. 
ARCHNA SHUKLA 


119-À has worked consistently to deliver oh the band promise. It's no wonder that 
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Experience the Sarovar Spirit 
across 35 delightful destinations... 


Just as the night valet service leaves you with the reassurance that everything for the morning after is taken care of 
Your ultra comfortable bed with its nerve-soothing mattress, soft and inviting pillows surrounds you with 


sheer comfort. Setting your mind in slumber mode. So you sleep well and wake-up fresh, To happily discover that 


your Sarovar experience gives you far more value than you had ever imagined! 
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SAROVAR HOTELS PVT. LTD. 
Ahmedabad: (079) 2642 5299/2640 8042. Bangalore: (080) 5115 3344/5588/5599. Chennai: (044) 2826 5566/6644/4488 
Hyderabad: (040) 5546 8187/5578 8888. Kolkata: (033) 2228 0301/7301. Mumbai: (022) 6635 0800 
New Delhi: (011) 2691 0544/5/6. Pune: (020) 2683 0855. Surat: (0261) 241 8300/241 4291-6/98798 57558 


www.sarovarhotels.com Toll Free Reservations: | 800 111 222 
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Across 35 destinations SAROVAR PREMIERE SAROVAR PORTICO 
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Mass Marketer 


“Remind people that profit is the 
difference between revenue and ex- 
pense. This makes you look smart” 
Scott Adams 


HANCES ARE, UNION RAILWAYS 

Minister Lalu Prasad Yadav, 

India’s newest ‘management 
guru’, may never have heard of 
Scott Adams, the legendary creator 
of the Dilbert comic strips. But ask 
him how he made the Indian Rail- 
ways, a Rs 55,000-crore behemoth 
tottering at the brink when he took 
over in May 2004, into a money- 
spinner (it had a fund balance of Rs 
11,000 crore in 2005-06), and Lalu, 
revelling in his trademark rusticity, 
espouses, “Dekho railway bhi to 
ek dhanda hai, to bas dhande ke 
jaisa chalaayaa, aur kya.” (“See, 
the railways is just another busi- 
ness, and we ran it like one. That’s 
all.") Yadav has managed to market 
the turnaround story so well that 
it’s now the subject of management 
case studies at some top B-schools, 
including IIM-A and Paris’ HEC 
School of Management. Yadav is 
scheduled to speak at IIM-A on 
September 18 over the finer points 
of the turnaround. 

So, just how did the turn- 
around happen? Simple. Yadav 
asked for an increase in through- 
puts and a reduction in costs. 
Simple steps such as reducing the 
wagon turnaround time from 
seven to five days and raising the 
capacity of goods trains from 
3,200 tonnes to 4,000 tonnes 
have resulted in an improvement 
of 25 per cent in the total carry- 
ing capacity. Moreover, the diesel 
price hike of Rs 12 per litre 
proved favourable for the rail- 
ways, as diesel accounts for just 8 
per cent of the railways’ trans- 
portation costs, compared to 60 
per cent for trucks, “The need 


simple steps 








On track: That was jus 


of the hour was to redefine our- 
selves as just a carrier of people 
and goods,” says Sudhir Kumar, 
an Officer on Special Duty in the 
Rail Ministry, and a Lalu confi- 
dante. “The new business envi- 
ronment offered no room for 
complacency.” 

Lalu claims he’ll have a fund 
balance of Rs 20,000 crore this fis- 
cal. Rail Bhawan mandarins have 
even more ambitious plans: a Rs 
3,00,000 crore target for the 11th 





t a sneak preview, says Yadav 


Plan—a five-fold increase over the 
10th Plan. Also, reports indicate 
that retail major Pantaloon may 
soon form a joint venture to develop 
some prime railway properties into 
retail destinations. “Abhi to aap ne 
trailer hi dekha hai,” says the ‘turn- 
around man’, “film to abhi shuru 
bhi nahin bui bai.” (“All that you 
have seen so far is the trailer. The 
film hasn't even begun.”). We'll be 
watching, for sure. 

AMAN MALIK 
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There’s something interesting about us. 
The more you look for, the more you discover. 






Introducing India’s most versatile international trading house 


At MMTC, we are deceptively diverse in our 
operations. Mostly, people know us as the no. 1 
exporter of minerals and ores in the country. But few 
would actually know us as the leading importer and 
exporter of agro commodities. Fewer still would 
+ imagine us as a global player in building materials, 
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chemicals, engineering products, gems, drugs 
pharmaceuticals, coal and coke 

In fact, with 75 offices, warehouses and procurement 
centers across the country, MMTC is geared towards 
handling most trading activities that you may imagit 
To find out more, visit us at www.mmtclimited.com 


A GOVT. OF INDIA ENTERPRISE 
touching lives, adding value 


MMTC Limited, Core 1, SCOPE Complex, 7, Institutional Area, Lodhi Road, New Delhi-110003. Tel.: 91-11-24362200. 
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bt special 


ICICI BANK 





One-stop Financial Shop 


OULD INDIA’S RETAIL 
banking have been the 
same without ICICI Bank? 
Perhaps not. The Mumbai-based 
development-institution-turned- 
bank was probably the first domes- 
tic banker to spot a retail boom as 
well as tap customers before others 
could sense an opportunity. The 
results tell the rest of the story: ICICI 
Bank enjoys a 40 per cent market 
share in auto loans, 31 per cent in 
home loans, 28 per cent in per- 
sonal loans and 29 per cent in credit 
cards—that makes it the market 
leader in every product segment. 
ICICI’s story is also the story of a 
marketer who learnt how to cross- 
sell well. “We follow a marketing 
mantra of presenting an identical 
image across all our products,” says 
Chanda Kochhar, Deputy Managing 
Director, ICICI Bank. 
Few will disagree that the K.V. 


ICICI Bank is today the 


Kamath-led bank today is the most 
aggressive marketer, with the largest 
retail banking portfolio of Rs 
1,00,000 crore. And the marketing 
philosophy is not so much to sell just 
another loan product, as to deepen 
the relationship with customers and, 
in turn, save on marketing costs. 
Today, such an approach brings a 
fee income for the bank that shows 
in the 55 per cent jump in its fee- 
based income—up from Rs 2,098 
crore in 2004-05 to Rs 3,259 crore 
in 2005-06. “Cross-selling has been 
one of the very important themes in 
our marketing strategy,” says 
Kochhar, adding that, *cross-sell- 
ing originates from the fact that the 
bank has the largest customer base 
and an array of products to offer.” 

ICICI was the first to introduce 
innovative marketing schemes like 
pre-approved loans for its 6 mil- 
lion ‘good’ borrowers out of a total 








Reflecting success: Kamath's bank has the largest retail banking portfolio of Rs 1,00,000 crore 


17 million. “We also tapped custo- 
mers by discovering their latent 
needs. We are quick to tap a cus- 
tomer for a personal loan if a card 
customer crosses overdraft limit,” 
says V. Vaidyanathan, ICICI’s retail 
head. Similarly, a young auto loan 
customer is tapped for a home loan 
product once he or she is close to re- 
paying the auto loan. *We have seen 
a success rate of 10 per cent in such 
initiatives," reveals Vaidyanathan. 
From urban India, ICICI’s 
Kamath is taking banking into the 
heart of rural markets. Shunning 
high-cost brick-n-mortar market- 
ing, Kamath plans to employ fran- 
chisees and kiosks to sell banking 
products to rich farmers and rural 
middle-class. By 2008, he wants 
ICICI to cover 600,000 villages in 
600 districts. Small-town India, get 
ready to say hello to ICICI. 
ANAND ADHIKARI 


in every product segment, be it auto loans o» 


personal loans. And the key to its marketing strategy has been smart exoss-selline 
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THE GLOBAL CONSORTIUM 


It took Alexandar Graham Bell 
about 2 years of research 
but 


just 1 second to say ‘Hello’. 
At Secure Meters, 


we believe those 2 years of research were the key 





It is for this one second that one puts in years of hard-work. It is to this one second that mankind is always grateful 


т 
But it is the years of research that finally deliver that one second. We at Secure Meters sincerely believe this 
Precisely, for this reason, we have dedicated a human capital of more than 250 R&D professionals, working 
incessantly in the field of energy management and innovative metering solutions to help the power sector grow 

* Largest metering R&D team in the world * Four R&D centers of excellence 
* Four world class manufacturing facilities * Largest exporter of metering products from India 
* Serving customers in forty countries 
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The Power of Innovation 


©) SECURE METERS LIMITED 


Head Office: P O. Box No. 30, Pratapnagar Industrial Area, Udaipur - 313003, INDIA 
E-mail: mktg@securemeters.com; Website: www.securemeters.com 
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Flying Against The Low-fare Wind 





Let the good times roll: Mallya's gamble in the face of low-cost carriers has paid off 


RUST VIJAY MALLYA, THE FLAM- 

boyant Chairman of UB 

Group and Kingfisher Air- 
lines, to make a contrarian bet. 
About 15 months ago when he 
launched Kingfisher Airline as a 
*true value carrier' and positioned it 
between a low-cost (Air Deccan) 
and full-service carriers (Jet Airways 
and Indian), there were sceptics 
who predicted that it would fall 
between the two stools. Neither 
here nor there. 

While Kingfisher, with 16 air- 
craft and 102 flights per day, has 
some way to go before it can be 
hailed as a complete success, Mallya 
can rightfully claim that his decision 
to pamper customers with good 
service and care was a considered 
one. His airline has cornered more 
than 8 per cent of the market in 
less than two years. “We felt that the 
discerning Indian consumer would 
pay the right price for good service, 


All its planes are new and it 


and that is the reason why we call 
ourselves a true value carrier,” says 
Hitesh Patel, Executive Vice 
President, Kingfisher. 

From gourmet meals—featur- 
ing six different vegetarian and non- 
vegetarian options, apart from low- 
sugar, low-fat and Jain meals—to in- 
flight entertainment, Kingfisher has 
tried hard to differentiate itself from 
its competitors. It is not just meals 
and entertainment, but Kingfisher 
says it is the first private carrier to 
have advanced airborne communi- 
cations addressing and reporting 
system that continuously monitors 
and tracks every aircraft, even when 
it is in flight. Also, all the planes 
are new, resulting in greater tech- 
nical reliability, claims the airline. 
Girish Shah, Head (Marketing), 
Kingfisher, asserts that SEC A and 
SEC B+ consumers in the age group 
of 22-45 years are the airline’s tar- 
get. “We never aimed at low-cost 


pampers its customers with 


carrier audience. We created a new 
niche for ourselves, 
However, the airline has had to 
make a few adjustments to meet 
the requirements of the customer. 
At the time of launch, Mallya had 
declared that there would be just 
one class called ‘Kingfisher Class’. 
The airline has quickly realised that 
there are corporate customers, mos- 
tly flying on expense accounts, who 
would not mind paying a premium 
for additional facilities. Admits Patel: 
“Yes, there is some learning from 
the marketplace.” As a result, the 
airline has launched Kingfisher First. 
He adds that starting November, 
Kingfisher First would offer satellite 
TV, besides personalised valet serv- 
ice that is already available. “With 
Kingfisher Airlines, the good times 
never stop,” he beams. The chal- 
lenge for Mallya is to extend the 

good times to UB’s shareholders. 
VENKATESHA BABU 
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FUTURE GROUP 


[TIT TORT ORIY ERE'S THE FIRST THING YOU 

. need to know about Kishore 
A Retailer For All Seasons Biyani. The man isn’t in the 
business of retail. Rather, he’s in 
the business of getting the con 
sumer to spend—on anything and 
everything. And Biyani, CEO of 
Future Group, which includes 
Pantaloon stores and Big Bazaar 
hypermarkets, will do just about 
anything to get customers into his 
stores and keep them. Consider 
Future Group’s most recent for 





















mat, Chamosa. The exotic-sounding 
name is actually a compound word 
for chai (tea) and samosa (a popular 
snack). True to their name, the 
Chamosa kiosks (see photo next 
page) sell 12 different varieties of 
samosas. “The most popular snack 
in India, chai and samosa, is served 
here in a modern format,” says 
Biyani. “We аге a mass retailer and 
want to cater to everyone," adds 
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Snack time: Chamosa may not be 
hi-tech, but it works 


Sanjeev Agrawal, President 
(Marketing), Pantaloon Retail. 
That’s precisely the reason why 
Future’s retail empire looks like 
nothing else on earth. At one end, it 
has the Big Bazaar chain that stocks 
everything from loose rice and 
wheat flour to electronics to jew- 
ellery to footwear. At the other 
end, there’s a joint venture with 
Italy’s Generali Group for life and 
non-life insurance that hopes to 
leverage the retailer’s access to con- 
sumers. In between, Future has sev- 
eral other things, including Pant- 
aloon fashion stores, malls (Central 
Mall), and a tie-up with Blue Foods 
(which runs three restaurants, 
Copper Chimney, Bombay Blues 
and Noodle Bar in Mumbai) for 
food and beverages retail. The plan 
is to open restaurants, food courts, 
coffee shops and lounges in all 
Pantaloon stores across Mumbai, 
Bangalore, Ahmedabad, and Hyd- 
erabad, among others. “We want to 
offer the best brands under one 
roof in eateries,” explains Agrawal. 
With Biyani moving in all di- 
rections, Pantaloon’s revenues are 
clipping. For nine months ended 
March 31, 2005, Pantaloon (which 
has a June year-ending) had rev- 
enues of Rs 714.29 crore; same 
period this year, the figure stood 
at Rs 1,292.61 crore—an 81 per 
cent jump. Apparently, Biyani plans 
to up revenues to $7 billion by 
2010. That’s Rs 32,900 crore at 
today’s exchange rate. Biyani may 
miss his target by a wide margin, but 
you can be sure about one thing: 
He'll give it his best shot. 
AHONA GHOSH 
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Guess Who's Getting Heard Now? 
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Two to tango: Bikhchandani (below) and Oberoi built a brand on a budget 


ARKETERS WHO FOCUS ONLY 

on enhancing their share 

of voice to be heard and 
bought must listen to Sanjeev 
Bikhchandani, Co-founder and 
CEO, Info Edge India, the com- 
pany that runs well-known online 
businesses like Naukri.com, 
99acres.com and Jeevan- 
saathi.com. Naukri.com is the 
second-youngest marketer on our 
list, yet Bikhchandani could teach 
his seniors a lesson or two on 
how to'create brand awareness 
and build one's equity without 
spending a penny on it. “My 
understanding of the business 
was that it needed to get into a 
virtuous cycle to take off," says 
the IIM-A alumnus, explaining 
why Naukri let companies list 
jobs cheaply in a bid to draw 
job seekers and thus trigger a 
‘virtuous cycle’. “When we 
started off in 1997, we had no 
money. Hence, we had to rely 
on our product to create noise 
for itself and hence, it was crucial 
for it to be good,” says Hitesh 


Oberoi, СОО, Info Edge. 
Today, Naukri, best remem- 
bered for its controversial ‘Hari 
Sadu’ TV commercial that still 
airs, gets more than 15 million 
page views a month and has in 
excess of seven million registered 
users. Over the past five years, 
over 24,000 clients have used the 
site to recruit people and over a 
million have found jobs through 
the web site, says Bikhchandani. 
Not surprisingly, the company’s 
revenues have grown more than 
nine times to Rs 84 crore in 2005- 
06 from Rs 90 lakh in 2000-01 
and profit-after-tax, last year, was 
Rs 13.5 crore. Bikhchandani and 
his team, meanwhile, have also 
got investors such as KPCB and 
Sherpalo, two of Silicon Valley’s 
most renowned venture firms, 
who picked up a S per cent stake 
in the company for $6 million 
(Rs 28 crore at today’s exchange 
rate). That means Bikhchandani 
needn’t fear having to post his 
own resume on Naukri—ever. Ш 
ARCHNA SHUKLA 
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Mumbai: 022-24444423, 24444424; Chennai: 044-28478524 
For any other query call: 011-41020913 or 
Email: diaries@intoday.com 
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SECTOR WATCH INSURANCE MUTUAL FUNDS 
Mid-cap pharma stocks Floaters? What’s that? Get sector wise 
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The Midas Mid-caps 


Their lure is irresistible. And they have bounced back, even after the May crash. 
Five mid-cap stocks that look hot today. Plus, buying tips. KRISHNA GOPALAN 


HERE IS A STORY ABOUT MAKING 
money in the stock market. 
It is said that if you ask 10 


people how to make money from 
stocks, you will end up with 10,000 
answers. The truth is, there are no 
simple answers. Equity investment is 
a process that requires continuous 
tracking of companies, industries 
and the economy. Despite this basic 
fact, though, there are literally tens 
of thousands of investors out there 
who buy stocks like they would 
buy lottery tickets: tic-tac-toe and 
hey, let’s go with Company X. Of 
course, they lose their shirts, but 
seem quite willing to do the same 
over again. 

Now, the thing is, if you do this 
kind of thing with a large company, 
say, an Infosys or a Reliance, the 
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What Are They? 


Defining mid-caps has always been tricky. 





THERE ARE NO INDUSTRY STANDARDS YET ON THE RIGHT CLASSIFICATION OF MID-CAPS. ONE 
school classifies mid-cap stocks as those with market capitalisations between 
Rs 1,000 crore and Rs 3,500 crore. That, of course, will also depend on the 
stage the market is in. In a bull run, the range will obviously be stretched at 


both ends of the band. 


The BSE Mid-cap Index has stocks like Adlabs Films, Yes Bank and 
Videocon Industries. Adlabs Films' market cap is at about Rs 1,200 crore, Yes 
Bank's at about Rs 2,330 crore while Videocon Industries' is a huge Rs 9,250 
crore. The NSE's classification includes companies with market cap between Rs 
750 crore and Rs 7,500 crore, the band into which our five stocks fall. 


chances you will end with egg in the 
face are fairly low. The odds against 
a blue-blooded stock turning belly- 
up are quite high. However, the 
same shying-at-coconuts approach 
to stocks in the mid-cap space could 


be fatal. And this is the biggest and 
most telling difference between a 
large-cap and mid-cap stock. As 
Abhay Aima, Country Head 
(Equities and Private Banking 
Group), HDFC Bank, says: “Large- 


One Year Old 


Ruling prices of some prominent mid-cap companies that listed in the past year throw up a mixed bag. 








*|n Rs 


^ |n Rs crore 


caps have historically been less risk- 
prone than mid-caps." 

Of course, mid-cap stocks are 
always hugely more attractive, if 
for nothing else but their prices. 
These are stocks that show tremen- 
dous growth promise and are avail- 
able at bargain prices. There is obv- 
iously the temptation to assume 
that all low-priced mid-cap stocks 
will grow by leaps and bounds, but 
nothing could be further from the 
truth. Before buying, you have to 
analyse if the stock has the potential 
to grow exponentially. If your 
analysis is correct, your buy could 
be a multi-bagger. This is why res- 
earch is so important, much more 
so than for large-cap stocks. 
Remember, the amount of infor- 
mation available in the public dom- 





May 18, '06 | 363.28 
Apr. 3, 06 | 602.79 
Mar. 27, '06 | 56.25 
Feb. 22, '06 | 168 
Feb. 21,06 | 296 
Feb. 16, '06 i 3315 | 
Jan. 27, 06 | 198. 
Jan. 24,'06 | 3726 
Jan. 12,706 | 11253 
Dec. 19, '05 50 
Dec. 13,05 | 584.86 
Nov. 22, '05 90 
Nov. 18,05 | 240 
Nov. 11, '05 | 94.33 
Nov. 10, '05 | 108. 
Oct. 25, 05 | 135 
Oct. 19, '05 | 94.5 
Oct. 7, 05 | 100 
Sept 23, '05 | 1,496.34 
Aug. 11,05 | 130 

#As on Aug. 30, '06 


ain about large-caps is far greater 
than that for mid-caps. 

The other important criterion 
for investing in mid-caps is invest- 
ment horizon. Since these are 
growth stories, it would be foolish 
to buy them for instant gains. 
Instead, buy them for the long 
term, which means a two to three 
year time horizon (see Caution: 
Bump Ahead). 

When you invest in a mid-cap 
today, you could be buying tomor- 
row’s blue-chip. Videocon Industries, 
which still figures in BSE’s mid-cap 
index, has a market capitalisation 
of a massive Rs 9,250 crore. It obv- 
iously did not start off that way. 
Interestingly, India has the highest 
proportion of mid-cap stocks that 
have eventually become large-caps. 


148 148.05 84.55 
875 1,111 1,226.45 

50 180 123.35 
168 172 182.50 
148 155 169.70 
195 215 202.45 
120 185 149.95 
27 45 36.25 
165 240.1 168.65 
125 1853 511.25 
700 989 752.45 
160 190 399.80 
48 53.25 73.60 
70 823 168.95 
120 146 98.40 
270 324 327.70 
135 175 96 
285 310 632.85 
510 640 1,234.10 
260 400 317.45 


Source: www.capitalmarket.com 


The mid-cap story is not about 
size or stock price alone. “It is about 
the business and at what stage of 
business the company is in. Also, 
the company’s business potential 
at the time of investing is impor- 
tant,” says Aima. A pharmaceuti- 
cal company depending totally on 
exports, for instance, and with a 
total order book of $10 million (Rs 
47 crore), stands to gain enormously 
if it wins an order to the tune of $3 
million (around Rs 14 crore). 
Needless to say, the loss of an order 
of the same value could be perilous 
to the company’s very future. The 
impact on the company’s earnings 
per share (EPS) and the resultant Р-Е 
(price-earnings) multiple could be 
huge. On the other hand, a loss or 
gain of the same order would mean 
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Caution: Bump Ahead 


ALWAYS 

e Look for value in the stock at the 
right price 

e Have a long-term outlook—never 
less than two to three years 

e Do your research, and keep 
updating it 

e Monitor stock performance at 
regular intervals 





MID-CAPS VS REST 


How the Mid-cap Index moved vis-à-vis the Sensex in the past year. 







14,000 - 
11,723.92 
Aug. 30, 06 
12,000 | 
10,000- 


7,669.45 
Aug 1,05 








2,000- د‎ 
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The Good Lookers 


Why business looks good in the long term for these mid-cap firms. 


LIBERTY SHOES: New product range to cater to wider income group. Launching concept stores called 
Revolutions to address lifestyle market. Tie-up with Pantaloon for multi-brand footwear stores. 
PRITHVI INFOSOLUTIONS: In the past three years, revenues have grown at 42 per cent CAGR. Good 
distribution of clients, with no one client accounting for more than 5 per cent of revenues. 

NITCO TILES: Leading player in tiles industry, provides entire flooring solutions range unlike its peers. 
Policy changes have increased its marble imports. Strong growth in vitrified tiles business from inc- 
reasing construction work. 

MERCATOR LINES: Among fastest-growing shipping companies. Aggressively adding capacities. 
Judicious tonnage division between time and spot charters counters market fluctuations and 
provides earnings stability. 

SADBHAV ENGINEERING: Potential in the business of road construction and mining. Includes work on 
the Mumbai-Nashik expressway and lignite mining from Gujarat Heavy Chemicals. 
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Mid-caps are inherently more risky than large-caps, so take the road with care. 






NEVER 

e Panic if your stock’s performance is 
affected by government policies 

e Get unnerved by technical factors; 
you are here for the long term 

e Get into mid-caps with the aim of 
making a quick buck and exiting 

e Pay too much for a mid-cap stock. 
You'll suffer worst in downturn 


little to a company whose turnover 
is about Rs 1,000 crore. 


Investing Right 

A volatile market frightens aver- 
age investors off even large-cap 
stocks going cheap, but it positively 
panics them about mid-caps. The 
fact, of course, is that this is the 
best time to buy. Quite a few mid- 
caps have fallen sharply from their 
May highs, with some falling by 
as much as 50 per cent. “At these 
levels, they offer enormous value. 
For people with a two to three 
year time frame, there is merit and 
value in the mid-cap story,” says 
Alok Vajpeyi, Vice-Chairman and 
Managing Director, Dawnay Day 
AV Financial Services. 

So, even today, there are solid 
mid-caps to be had at good valua- 
tions, if you look carefully and do 
your homework. “The investor 
has to look for a company with 
good management, robust earn- 
ings and a good business,” says 
Vajpeyi. 

The five stocks we have picked 
from the space (see Numbers Talk) 
show solid financials and good 
valuations. Sadbhav Engineering, 
for instance, in the booming inf- 
rastructure space, has shown 
steadily growing turnover and 
profits. It has a road construction 
order backlog worth roughly Rs 
1,000 crore, according to a Karvy 
Stock Broking report. 

Or take Liberty Shoes. Not only 


She knows what's amazing about you. 

She knows what's not. 

She knows your hands go damp in the lift. 

That sometimes you aren't listening, 

when you swear you are. 

You think it's scary to have someone know you like that. 


But you know there's something scarier. 


Not having someone who knows you like that. 


We understand relationships. Which is why, 


we're ensuring that our relationship with you will always stay special. 


Relationships beyond banking. 
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Numbers Talk 
Solid growth in sales and profits pus healthy operating margins make for a good soy: 





COMPANY 
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of Mumbai-based kris Securities, 
says: “Liberty seems to have a good 
range, with prices that cater to every 
market segment." Post-VAT (value 
added tax), the price differential 
between the organised and unor- 
ganised sectors can only fall, points 
out Kejriwal. 

Often, it is the business model 
that proves the company is on the 
right track. V.K. Sharma, Director 
and Head of Research, Anagram 
Stock Broking, cites the case of 
Mercator Lines. *The shipping 
company has entered oil explo- 
ration by acquiring offshore rigs. It 
seems to be deploying them at good 
rates, which ensures that the risk is 
mitigated." According to him, ret- 
urns from this stock will be good. 

Steady growth is one sure sign of 
solidity. Prithvi Infosolutions' rev- 
enues have grown at a CAGR (com- 
pounded annual growth rate) of 84 
per cent over the past seven years. 
Its other advantage is its presence 
across a healthy range of verticals, 
from banking and finance to logis- 
tics and manufacturing. 

The prospects of the industry a 
company is in, is another factor 
that makes a difference. Take the 
case of Nitco Tiles. This company, 
says Kejriwal, will gain from the 
housing boom: “The demand for 
tiles can only increase." Nitco also 
imports a large part of its require- 
ments from China at low duty 
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In the long run, mid-cap mutual funds have outperformed the Sensex. 





$ Staying power: Gi: teh gains 
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and three years, 
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cent and 41 per cent, and Nifty 
over the same period. Says Tridib- 
growth story, mid-cap 
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mid-cap stocks, | 
equity exposure in mid-cap funds. 


levels, besides manufacturing them. 
“While margins on imported tiles 
are greater than locally manufac- 
tured tiles, the blended margins are 
a healthy 16-17 per cent,” points 
out Kejriwal. 

In a nutshell, identify niche 






businesses, identify leaders in their 
respective industries, and look 
sharply for healthy financials. If 
you can get all this and a healthy 
valuation, you are half-way home. 
ADDITIONAL REPORTING BY 
MAHESH NAYAK 


* Arranging funds from the international market by way of: 
- Foreign Currency Loans - External Commercial Borrowings (ECB) 
- Arranging Syndications for large Foreign Currency Loans 
- Arranging Debt Instruments like FRNs/Bonds etc. 
- Structured/Tailormade financial solutions 
* Acquisition/Takeover Financing 


* Merchant Banking/Advisory Services for: 
- Foreign Currency Convertible Bonds (FCCBs)/ADRs/GDRs 


* Global Trade Finance - Arranging Buyers'/Suppliers' Credit, Bill Discounting 
e Full Banking Services - To Overseas Subsidiaries/Joint Ventures/Branches 
of Indian Corporates in the countries where we are present. 


India's International Bank 





IR Ss 
А“ MQ 
Present in: Bahamas, Belgium, Botswana, China, Fiji Islands, Guyana, Hong Kong, Kenya, Malaysia, 


Mauritius, Republic of South Africa, Seychelles, Sultanate of Oman, Tanzania, Thailand, United Arab 
Emirates, United Kingdom, United States of America, Uganda, Zambia. 
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Poor Specifics 


Sector play is not always the winning gambit it’s made out to be. MAHESH NAYAK 


AJ MENON IS A REGULAR 
Rss player. He was one of 
the original investors who 
put in Rs 10,000 in Franklin 
Templeton's Infotech Fund 
launched in August 1998. Till July 
2006, Menon's investment has 
grown close to Rs 84,000, a profit 
of 740 per cent. That sounds good. 
Here's something, however, that 
takes the sheen out of the per- 
formance. If Menon had been a 
keen equity tracker and exited the 
IT fund in 2000 when the rally was 
losing steam, he would have made 
nearly Rs 1.2 lakh in 18 months. 
That pretty much sums up the 
sector funds story. They can give 
excellent returns, no doubt, but a 
lot depends on timing. For sea- 
soned investors who can time their 
entries and exits perfectly, sector 
funds can give a terrific kick to 
portfolios. For the average investor, 
who usually just dumps his money 
in and watches it grow passively, 
sector play is not the unqualified 
winner it is made out to be. 


Some Numbers 

In the past year, diversified equity 
funds have, on an average, outper- 
formed sector funds. The former 
generated nearly 35 per cent returns 
compared to the latter's 27 per cent. 
While this sounds excellent com- 
pared to a bank FD or a savings dep- 
osit where interest rates are as low as 
3.5 per cent, given the equal risk 
level of sector and diversified funds, 
the latter's superior performance 
stands out. Again, a lot depends on 
specific sectors. In the past year, sec- 
tor funds generated returns between 
0.3 per cent and 51.3 per cent. Of 
these, seven of the top 10 funds 
were invested in IT, while two were 
FMCG and one was a power fund. 
Average one-year returns from bank- 
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Beaten At The Bourse 


Sector funds have been overtaken, in many cases by huge margins, 
by the respective sectoral indices. 





IW BSE Sectoral Indices (one-year returns) 
~ Sector Funds (one-year average returns of all funds in the sector) 
Figures in per cent 


Who's The Fairest Of Them All? 


A comparison of the top five sector and diversified funds shows the latter 
well ahead, including in the risk-returns arena. 


One-Year 


Source: BSE and valueresearchonline 


Three-Year Five-Year Sharpe 


Ratio* 





Figures are returns in percentage; returns over one year are annualised 
*The ratio calculates risk-adjusted returns 


Source: valueresearchonline 
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What's eating into your investment returns? 


, 


/ Distribution cost 


i Trading cost 


\ Marketing cost 


` 
` 


Trail commission 


When you invest in an equity mutual fund that focuses on keeping distribution costs low, more of your money 
gets invested. We reach out to investors directly and do not use distributors to "sell" our fund. This way, we 
save you money by eliminating the distribution commissions and minimizing other expenses. Moreover, 
evenina volatile market, we remain steady with our disciplined research and investment process, focused on 
the long term preservation and growth of your capital. 

To find out how the low-cost Quantum Long Term Equity Fund may let you enjoy more of your investment 
returns, please log on to www.QuantumAMC.com 


No entry load 
Systematic Investment Plan option | Choice of Growth Plan or Dividend Plan. 


Forms available ONLY at 


www.QuantumAMC.com SN 


ape 
(BSNL/ MTNL) Call: 1-800-22-3863 QUANTUM 


Or Call: 022-2282-9414 MUTUAL FUND 


Profit with Process 





Warning: Quantum Long Term Equity Fund is ideal for long term value investors. It is not for investors looking to make short term gains 


Quantum Asset Management Co. Pvt. Ltd., Regent Chambers, #107, 1st Floor, Nariman Point, Mumbai 400 021, India. 
Tel: 91-22-2287 5923 • Fax: 91-22-2285 4318 • E-mail: Info@QuantumAMC.com • Website: www.QuantumAMC.com 


Investment Objective: The scheme's investment objective is to achieve long-term capital appreciation. Asset Allocation: The scheme will primarily 
invest in Equity and Equity related securities, but may investin money market instruments to meet liquidity needs. Terms of Issue: The scheme is an open- 
ended Equity Scheme offering Growth and Dividend Plans. The units are available at the applicable NAV, subject to applicable load, on all business days . 
Entry Load: Nil. Exit Load: On redemption/switchout within 6 months of allotment - 4%, after 6 months but within 12 months - 3%, after 12 months but 
within 18 months - 2%, after 18 months but within 24 months - 1%, after 24 months - Nil. Statutory Details: Quantum Mutual Fund (the Fund) has been 
constituted as a Trust under the Indian Trusts Act, 1882. Sponsors: Quantum Advisors Private Limited (liability of Sponsor limited to Rs. 1,00,000/-). 
Trustee: Quantum Trustee Company Private Limited. Investment Manager: Quantum Asset Management Company Private Limited (AMC). The Sponsor, 
Trustee and the Investment Manager are incorporated under the Companies Act, 1956. Risk Factors: Investments in mutual funds are subject to market 
risks including uncertainity of dividend distributions and the NAV of the scheme may go up or down depending upon the factors and forces affecting the 
securities markets and there is no assurance or guarantee that the objectives of the scheme will be achieved. The past performance of the Sponsor has no 
bearing on the expected performance of the scheme. Quantum Long Term Equity Fund is the name of the scheme and does not in any manner indicate 
either the quality of the Scheme, its future prospects or returns. Scheme specific risk: The scheme is the first equity scheme launched by the AMC. The 
AMC has no previous experience in managing equity schemes. Equity and Equity-related instruments are by nature volatile and prone to price 
fluctuations due to both macro and micro factors. Trading volumes, settlement periods, transfer procedures and investments in unlisted securities may 
restrict liquidity of these investments. Please read the Offer Document before investing. Offer Document/Key Information Memorandum/Application 
Form available at the QuantumAMC Office. Maxigen/BT/692 
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Does It Suit You? 





What's the profile of a sector fund investor? 


However, good management of 
sector funds can produce impressive 
returns; thus, it works very well for 
investors who already have well- 
diversified portfolios. A small percent- 
age of the portfolio can be put into sec- 
tor funds to produce aggressive growth. 

Sector funds also make sense for 


SECTOR FUNDS ARE NOT FOR EVERYBODY. FOR 
one, the risk is way too high. They are 
recommended only for experienced 
market players. As Ved Prakash 
Chaturvedi, Managing Director, Tata 
Mutual Fund, says: "A sector fund is 
only for active investors. For begin- 
ners and passive investors, it's a clear 





no-no. When actively managed, sector Mz investors who think there is growth 
funds do wonders in generating inv- > potential in a particular sector but 
estor wealth." VR. x don't have the time or wherewithal to 
Sector funds need active manage- Ё T, n.i i z research individual stocks. However, 

= > 


the caveat of timing your entries and 
exits remains. 


ment because any sector—whether 


pharma or IT—remains attractive from Sector fund: Suits active investors 


an investment perspective only for a cer- 


tain period. Investors should know when to enter and exit 
if they want to maximise returns. Most investors make 
the mistake of either entering the fund at the wrong time, or 


staying invested too long. 


ing sector funds, however, were as 
low as 2.8 per cent. 

UTI Software was the biggest 
gainer among sector funds, record- 
ing one-year returns in excess of 
50 per cent, followed by Magnum 
IT (48 per cent) and Franklin 
Infotech (47 per cent). The imp- 
ressive performance of these three 
came from software giant Infosys 
Technologies. All three funds are 
heavily invested (22 per cent, 20 
per cent and 40 per cent of portfo- 
lios, respectively) in Infosys. In the 
past 12 months, Infosys has risen 56 
per cent (Sensex: 48 per cent). If 
Infosys had given a less than stellar 
performance, IT sector funds would 
have had a very different story to 
tell. This heavy dependence on a 
single stock bodes ill. 

Also, just one sector fund, UTI 
Software, delivered returns above 50 
per cent. In the same period, 11 
diversified funds generated over 50 
per cent returns, with Sundaram 
BNP Paribas Select Mid-cap posting 
returns of 61 per cent. 


Diversified Results 
“Pure thematic play is completely 
ruled out. The India story is all 
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their investment. 


about growth, across sectors, and 
in this scenario diversified funds 
make more sense than sector 
funds,” says Sandesh Kirkire, CEO, 
Kotak Mahindra Amc. “Also, inv- 
estors don’t know when to get 
out. They are exposed to nega- 
tives due to global factors or gov- 
ernment regulations.” 

Sector funds bet purely on the 
perceived upside in a particular 
sector, much like how a contra 
fund manager hopes to generate 
high returns by trading in mispriced 
stocks. However, the difference is 
that the sector fund manager has 
just the one sector to find his picks, 
thus making it highly under- 
diversified. With a much smaller 
search universe, chances are high 
that the fund manager will be 
forced to invest in stocks that the 
market has already discounted 
heavily, thus impacting returns. 

The secular bull run of the past 
three years has seen sector funds 
do well, but there is little guarantee 
that they will continue in this vein 
during a downturn. This, however, 
is something investors forget while 
buying sector funds. They use past 
performance as a guide to the sec- 


Sector fund investors will usually 


accept a degree of risk in a portion of their portfolio while 
ensuring that it is otherwise well diversified. They are active 
stock trackers who are comfortable keeping a sharp eye on 


tor’s potential, which is dangerous. 

Second, as the market has con- 
solidated, the rise has been purely 
stock specific, and fund managers 
now pick stocks using the bottom- 
up approach. “Unlike last year, the 
market has become a stock-pickers’ 
market. Select stocks will do well, 
not sectors,” says Gagan Banga, 
Executive Director, Indiabulls 
Financial Services. 

Third, sectors are active only 
for specific periods. You should 
know when to enter and exit to 
generate the best returns. A better 
idea, according to Ved Prakash 
Chaturvedi, Managing Director, 
Tata Mutual Fund, would be to 
invest in theme-based funds such 
as infrastructure or a rural India 
theme. “It diversifies the risk of 
being exposed to one sector,” he 
points out. 

In an otherwise well diversi- 
fied portfolio, sector funds can 
make up 10-12 per cent of an 
investor’s equity portfolio. 
Otherwise, pure vanilla diversified 
funds can give far higher returns 
than any sector fund, however 
much the concerned sector is in 
favour this season. 
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NEWS ROUND-UP 


Realty Check 
Realty funds are hot, but not yet for retail investors. 


IN MARCH 2005, THE REAL ESTATE SECTOR WAS OPENED UP TO 
foreign investment through the foreign direct invest- 
ment route. This brought in several foreign funds, investing 
directly in land projects. “The last 15 months have 
seen a flood of money coming into real estate,” says 
Ashwin Ramesh, Principal, Primary Real Estate Advisors. 

Indian firms are not far behind, with Future 
Group's Kshitij Venture Capital Fund, Ajay Piramal 
Group’s IndiaReit Fund, the Anand Rathi Realty 
Fund, and others setting up real estate funds over the 
last couple of years. 

The total realty fund corpus in India is about Rs 
6,000 crore. However, retail participation is as yet 
minimal, with 90 per cent of the investment being in- 
stitutional. Of the remaining 10 per cent, a large chunk 


Fund Insight 
The top five realty funds in India today. 





Source: Industry 


is accounted for by нмѕ (high networth individuals). 

Comparison with other funds like equity or debt is dif- 
ficult because real estate funds are a different ball 
game. "Real estate is a completely different asset class. 
The risks are different and so is the return profile," says 
Kishore Gotety, Director (Investments), icici Ventures. In 
fact, it takes anywhere from one to three years for a fund 
to start investing, he points out. 

Funds invest across the realty spectrum: From retail, 
commercial and residential properties to entertainment 
areas and special economic zones (SEZS). 

As more funds come in, the industry is getting 
more organised. The growth potential is high, but as 
of now, fund management skills stay unproven. As 
Ajit Dayal, Director, Quantum Asset Management, 
says: "There is great promise and such funds are a 
fabulous idea, but we need to know if these people 
really understand the real estate business." Our ad- 
vice as always: wait and watch. 

AHONA GHOSH 
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Dear Gold 
So dear to our hearts and becoming so hard to buy. 


CHANCES ARE GOLD WILL GET EVEN MORE ASTRONOMICAL IN 
the next few months. All the signs are in place: in- 
flation in the us market is set to climb, more hedge 
funds are likely to be pumped into the global gold 
market, and the marriage season in India is upon us. 
Many bullion traders anticipate prices to touch new 
highs, possibly even Rs 2,000 more than present 
rates (about Rs 9,500/10g). 

“The current us situation and pressure from hedge 
funds may see gold prices hitting Rs 12,000/10g,” 
says Pritviraj Kothari, a leading bullion trader in Mumbai. 
Since May, gold prices have been volatile, hitting a 
high of Rs 10,715/10g that month, then a low of Rs 
8,335 in June and again climbing to Rs 10,120 in July. 

While the top might be anything from Rs 10,200 to 
Rs 12,000, prices are unlikely to fall below the Rs 
8,700/10g mark, says Mumbai-based bullion trader 


1050 Good As Gold 

10,000- Prices of the precious metal have 
9500. kept rising in the last one year. 
9,000 - 


7,685 
8,500- Dec. 2005 







9,685 
April 2006 





6,000- i = 
Price in Rs per 10 gm as on the last working day of each month 


Source: Market 


Suresh Hundia. The only events that could cause a 
slide are falling crude or metal prices, both of which seem 
unlikely. In fact, Hundia predicts prices crossing the Rs 
10,000/10g mark within a week or so. 

The price of the yellow metal in the intemational mar- 
ket had touched $730 or Rs 34,310 an ounce, a 26- 
year high, around mid-May this year because of huge 
investments by hedge funds. The effects were felt in the 
India market, and gold prices in Mumbai hit an all-time 
high of Rs 10,715/10g at the time. Experts put the level 
of volatility in gold prices in the April-July period at a high 
15-16 per cent. 

Interestingly, while global demand for gold jewellery 
fell 24 per cent during the six months between January 
and June 2006, investment demand rose over 40 per 
cent to touch Rs 2.83 crore during the same period, as 
per World Gold Council data. In the price-sensitive 
Indian market, the demand for jewellery during the 
same period declined drastically by 43 per cent. 

AMIT MUKHERJEE 


лпуа INYNI4 


BEL ranks first among 
medium sized aerospace / 
defence companies worldwide 
for the second consecutive 
year, says Aviation Week and 
Space Technology, 
a US Defence Weekly — dg) 


BEL - А MULTI-PRODUCT, 
MULTI-UNIT, MULTI-TECHNOLOGY 
WORLD-CLASS ENTERPRISE 


W 
From defence surveillance to telecommunications, from — 1" 
design and manufacturing to customised system SS IRA SAFCWAFA 
solutions, from simputers and electronic voting BHARAT HECTROMCS 
^achines to energy production from renewable sources, it QUALITY. TECHNOLOGY. INNOVATION. 
has been over five decades of commitment to quality, 
technology and innovation. And the result? A performance Bharat Electronics Limited 
reflected in growth and profitability all the way. Nagavara, Outer Ring Road, Banglore - 560 043 НИНЕ 
A performance recognized by customers in India and abroad. ig eu dL 
A nerformanre арра ided by the world 
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Property Issues 
Some bargains to be had in real estate. 





Dream house: Right time to home in on a good deal 


SCHOOLS HAVE JUST REOPENED AND THE RAINS ARE AT 
their unpredictable best. Add to that the shraadha pak- 
sha period between July and August during which cer- 
tain communities don't buy or invest in property and 
what do you get? A yearly phenomenon of stability in 
residential property prices, a fall in enquiries by as 
much as 20-25 per cent, and thus the best time to 
wrangle that better finish or polish from the builder. 

But don't mistake this phase for a downturn, 
caution property consultants. Says Pranay Vakil, 
Chairman, Knight Frank, a property consultancy, 
“This is not a slowdown or the beginning of a down- 
ward trend. It is just that prices depend on volumes 
and since volumes are low during July-August, prop- 
erty prices tend to stabilise." 

Pritam Chibukula, National Director (Office Leasing 
and Retail), Colliers International, too, calls for cau- 
tion before making investment decisions based on the 
recent stability in prices. "There is a lot of supply com- 
ing in, so, if people are looking to buy property for 
investment or self-use, we would advise them to 
wait and watch." 

July saw residential property prices stabilise in 
Delhi, Mumbai, Bangalore and Chennai. While there 
has been a slowdown in the number of deals in 
the last few weeks in Mumbai, in Delhi, demand 
shifted towards the South Delhi borough of Greater 
Kailash-l as a result of spiralling prices in the Lutyens 
zone, and in Chennai, the demand was affected 
due to increasing interest rates. 

The trend, however, does not apply to commer- 
cial property. According to Colliers International, 
despite the volatility in the stock market, demand for 
Office space continued to remain strong, thus driving 
up rentals by 7-10 per cent across the four metros. 
The wait and watch game continues, for now. 

SHIVANI LATH 


142 BUSINESS TODAY SEPTEMBER 24 2006 


SMARTBYTES 


Cyber Bookings 


AS THE BATTLE AMONG LOW-COST CARRIERS INTENSIFIES, THE AIR- 
lines are trying to build viable business models around an 
array of allied services. In a recent move, low-cost car- 
rier SpiceJet announced the launch of Spicejet Hotels, an 
online hotel booking facility. 

SpiceJet has tied up with more than 100 hotels in 13 
major cities across the country to launch a booking 
site that allows you to make web reservations even as you 
book your air tickets. “The site will provide instant con- 
firmation with details of reservation and confirmation 
number,” says Siddhanta Sharma, Chairman, SpiceJet. 

The good news is that booking the rooms online will get 
you a discount. “Being online reduces operational costs, so 
rooms will be available at rates that are 15-30 per cent 
cheaper,” says SpiceJet’s Sharma. Set up in collaboration 
with Yatra Online, the hotels online will range from two-star 
to five-star, plus some as yet unspecified budget hotels. 

AMIT MUKHERJEE 


Reining In The Cable Guys 





THE CONDITIONAL ACCESS SYSTEM (CAS) CONFUSION IS YET TO BE 
sorted out, but Telecom Regulatory Authority of India 
(TRAI) has made some consumer-friendly recommenda- 
tions. TRA! has asked the Ministry of Information and 
Broadcasting not to dilute the inter-operability condition 
among different direct-to-home operators. This means 
consumers can shift from one operator to another with- 
out changing set-top boxes. Cable operators have been 
asked to set up customer service centres and attend to 
complaints within eight hours. They have to respond to 
pay channel requests within five working days, and can't 
take channels off air without prior notice. These are 
certainly steps in the right direction. 

KAPIL BAJAJ 


Understanding needs, innovating constantly... working with a passion that fires our soul. It's this passion 
that has made us the only company in the world to offer the widest range of contraceptives. 
Products that live up to promises. That work wonders for you, everytime, everyday, everywhere. 


ZÆ- Hindustan Latex Limited 


Y www.hindlatex.com 


Innovating for Healthy Generations 


Condoms | Female Condoms 
Intra-Uterine Devices 
Oral Contraceptives - Steroidal & 
Non-Steroidal Pills 
Emergency Contraceptive Pills 
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All In The 
Family 


Are family floater 
policies really as smart 
as they are made out 
to be? Find out where 
they score and where 
they lose. 

NITYA VARADARAJAN 


for a large corporate entity, you 

are probably acquainted with 
floater plans. For years, this cover 
was available only to corporate 
employees as part of the group pol- 
icy. The premium was paid by the 
employee, and the cover extended to 
the spouse, two children, sometimes 
parents. These policies offered a 
host of benefits not found in 
Mediclaim, for instance, pre-existing 
illness cover and maternity benefits. 

Now, finally, the floater con- 
cept comes to the rest of us as 
well. Three insurers have 
launched this policy, and more 
will doubtless follow suit. 

Just what is a family floater 
cover? It means paying a single pre- 
mium and buying a health policy 
that covers the entire family. Of 
course, there are conditions about 
age of members and so on, but more 
of that later. Basically, the floater 
allows all members to avail of one 
policy to the extent of the cover. 
So, for instance, if the wife is hos- 
pitalised and uses about one-third of 
the cover, others in the family can 
still use the remaining amount till 
the next renewal. However, if the 
entire cover is used up by one or 
two members, the others cannot 
avail of any cover that year. 

Premiums for a floater health 
cover are not huge. Says Shivakumar 


[: YOU ARE A SUIT-AND-TIE EMPLOYEE 
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Punjabi, 42, Bangalore-based businessman with family 
POLICY: Cholamandalam MS Family Health Floater 
COVER: Rs 3 lakh 

PREMIUM: Rs 7,000 per annum 


“The floater cover makes the policy attractive. | don't have 
a general health policy, and | find this value for money” 


The Advantage 


Some good things about floater plans. 





e One premium buys you cover for the entire family, to the extent of the 
sum assured 


e The single premium makes them cheaper than regular Mediclaim policies; 
of course, the cover is also correspondingly low 


e Children up to age 18 are not included in premium charges, so their cover 
is essentially free. A couple with young kids would find this is useful 


e Floaters work well when a family thinks one or two members are healthy 
enough not to warrant a full Mediclaim cover 


e Some floaters, allowing renewals up to age 70, make it easier for senior 
Citizens to get health cover, which is becoming increasingly difficult under 
the regular Mediclaim policies 


e Some floaters cover a fairly comprehensive list of day-care procedures, 
including pre- and post-hospitalisation costs, which are difficult to cover 
under regular Mediclaim policies 


VNHSINNVHOVM 'S 


PMBRACING THE LAYERS OF LUXURY 


— THE — 
METROPOLITA 
hotel nikko new delhi 


Bangla Sahib Road New Delhi- l 1000 
T: 91 11 42500200 F: 91 11 4250030 
E: nikko@hotelnikkodelhi.com 


м: www.hotelnikkodelhi.com 


(PERSONAIIZED 111XHRPRY IN THF HEART OF NEW ПЕНІ 








r =o What’s Inside 


o FEATURES 






















© Shankar, Head (Retail), Cholaman- 
dalam Ms General Insurance (Chola 
Ms): “We came up with a family 
floater to encourage more people to 

: take health insurance. It provides for 
exigencies for children at an 
affordable rate.” Generally, the slab 
rates for floater covers don’t include 
any premium charges for children 
up to 18, which means they get 
free cover. The cover also comes 
with the advantage of not requiring 
any health check-ups till age 45. 


Cost Factor 
Compared to individual Mediclaim 
policies for each member of the 
: family, the floater plan works out 
- cheaper. Take a family of four, two 
| parents between 30 and 35, and 
two children below 18. If they take 
the Chola floater cover (see 
Premium Calculator) for Rs 2 lakh, 
their premium outgo will be Rs 
5,860 per annum. If, on the other 
hand, all four members buy a tra- 
ditional Rs 2 lakh healthcare policy 
each, their total outgo will be Rs 
10,272 per annum. 

"Says. Sarthak Chandra, Head 
(Sales), Max Healthplan, *A family 
of six (eldest member 58), will pay 
Rs 22,404 per annum for a floater 

of Rs 5 lakh, but regular health 
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CHOLA FAMILY PLAN 


2006 


The family floater plan you buy also depends on what value-added features you find essential. 


ICICHLOMBARD 





MAX HAPPY FAMILY PLAN 


FAMILY PROTECT 


Not covered - 


Not available - 


Premium Calculator 


The table shows the annual 
premium an average family will 
pay for a floater plan. 


COVER 
IN RS LAKH) 


PREMIUM 
{RS PER ANNUM) 


Max Healthcare uc 
Cover applies for a family of four (two adults < 35; two chil- 


dren< 18) 
*ICICI Lombard restricts cover to Rs 3 lakh maximum; other 





insurers go up to Rs 5 lakh. Source: Companies 


plans of Rs 5 lakh per individual will 
work out to Rs 55,000 per annum." 

While this sounds good, don't 
lose sight of the fact that the floater 
plan is Rs 2 lakh divided by, say, 
four members: that is, Rs 50,000 
cover per person, and even one 
hospitalisation for appendicitis could 
cost more. 

Where the floater plan makes 
sense is when the family thinks a 
particular member is healthy enough 
not to need a full cover. Or when a 
family has young children who can 
be covered for free under a floater. 

Another compelling argument 


Available 


Source: Markets 


for floater policies is the advantage 
to senior citizens. If you buy an 
ICICI Lombard floater healthcare 
policy today, with renewals, the 
policy is available to you till the 
age of 70. On the other hand, ren- 
ewing your regular Mediclaim pol- 
icy after 60 has just been made very 
difficult, in many cases impossible, 
by both public and private insurers. 

None of these policies, how- 
ever, allow retirees above 60 to 
enter a new policy. ICICI Lombard 
and Max Healthcare have an upper 
age entry limit of 59 (with health 
check-ups mandatory above 45), 
while the age limit for Chola is 45. 
The former allow renewals up to 
age 70, while the latter allows 
renewals only up to age 65. 
However, premiums are fixed by 
the age of the oldest member under 
the cover. Including your retired 
father will thus up your outgo. 

Ideally, while buying a floater 
plan, try and find the features (see 
What’s Inside) that you and your 
family are likely to need the most. 
If your family includes a senior 
citizen, then take a plan that 
includes home nursing. The trick is 
to calculate the premium outgo 
before deciding between an ordi- 
nary versus floater plan. 
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` MakeMyTrip. com has ‘chased the 
rules of the travel game in India. 
: In an unprecedented development, this one 
year old has streaked ahead of the rest 
f the market by sending 1,50,000 
people on a trip within just 12 months 
of its inception. 


Wa э чө Gm эм эе ме ж-ты эш жа из ия ти e ти эш эш ии ict Lk и эш ан эшэ 


The list of victories of this newly born 
. seems to be endless, as JuxtConsult recently 
` ranked MakeMyTrip.com as the “Number 
. One Travel Website" for air ticketing*. 

The young pioneer in travel was voted one 
of Asia's hottest technology startups after 
undergoing a stringent review process, by 
Red Herring's editorial team. 


In a recent development, Red Herring 
-adjudged MakeMyTrip.com among the top 
00 companies in Asia. Significantly, 
lakeMyTrip.com was the only company in 
e travel sector and among the few internet 
anies to get this award. 

This acknowledgment of their continuing 
triumph is close on heels to the recent 
"Emerging. India Award" presented 
by ICICI Bank & CNBC-TVI8. 

This award powered by CRISIL, was given 
to MakeMyTrip.com for creating 
benchmarks of excellence through 


“According to the India 4 Online : 2006 report conducted {т 


Т нн tm ме um мв ма өө ип ил ийси бш жө ан е ма же еи Эм а UR за аа ид ш н ан эё эш не ан ию JR жн же эн мя а эн эк ка н er == 





ж = аш ш ан эе жин ар ай азий жие а а эш жии тө ти эн ан а эе ш эн э ай ан эё эй эи эла э-э 1м O ай ай Эй и эю э эй эн MM M REN KE M E EE а э эп эн Ше ан эк ме SA Г WE дк HE 


One-year-old sends 
1,50,000 people ona trip. 


outstanding performance in the Travel . 


and Tourism category. 
Commenting on this development, 


delighted MakeMyTrip.com customers 
said, “The company deserves all the awards 


it has acquired in just one year. We have had 


such fun trips and it was so convenient to 


buy travel through them.” They also- 


pointed out that it was very simple 


to book air tickets and holidays on 
MakeMyTrip.com, as one just had 
to log on to www.makemytrip.com or 
call 1800-11-8747. 


MakeMyTrip.com also created a first of 
sorts by offering the Lowest Airfare 


Guarantee on air tickets, Money Back . 
Guarantee on holidays and now India's - 


Lowest Prices on all travel products thus. 


assuring that one always got the best deal. _ 
"It's truly Wish, Click and Go", added the © 


delighted customers. 

MakeMyTrip.com has been able to achieve 
all of this because they are the top 
performers with most airlines and hotels. 


When. contacted the senior officials at 


the competitive organizations refused 


to comment on these spectacular 


developments. 


Dan Burden d? MMTDAVMAT TIA 


8 
= 
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The mid-cap companies seem to be the antidote to pharma woes. AMAN MALIK 


HE LAST 12 MONTHS HAVE 

been quite an annus mis- 

erabilis for the pharma- 
ceutical industry. And coming 
after the impressive perform- 
ance of 2004-05, the sluggish 
growth through 2005-06 was 
especially daunting. The new 
patent regime, some signifi- 
cant legal reverses, plus 
increasingly tough global reg- 
ulations and competition took 
their toll on the industry. The 
year saw no big product 
launches either in India or in 
the us and orders for almost all 
companies were hard to come 
by. “The fact that not many 
outsourcing contracts were 
signed during 2005-06 really 
hit the pharma companies 
hard,” says a Mumbai-based 
stock analyst. 

But the present fiscal promises to 
be a different story altogether. *Fv07 
has already seen some action and 
the sector as a whole is poised for 
high growth," points out Shahina 
Mukadam of рві Capital Market. In 
June this year, Dr. Reddy's ann- 
ounced the us launch of its generic 
version of Merck & Co's Proscar 














After a sluggish 2005-06, mid-size 
firms are seeing some real action 


drug to treat enlarged prostates; in 
July, it got the go-ahead to sell its 
version of the diabetes drug 
Glucophage in the Us; reports indi- 
cate that Ranbaxy Laboratories is on 
the verge of acquiring Russian 
generic drugs maker Akrikhin for 
$100 million or Rs 470 crore. In 
short, the action has started again. 








The real action though might 
be brewing in mid-sized pharma 
companies. Ahmedabad-based 
Dishman Pharmaceuticals took 
over Swiss company Cabbogen 
Amcis AG from Solutia Europe 
(SESA) for about Rs 350 crore in 
late August. Others like Cadila, 
Jubilant and Aurobindo are 
scouting for buying opportunities 
in the Us and Europe. Mid-caps 
like Orchid Pharma, Shasun 
Chemicals and Aurobindo 
notched first quarter growth fig- 
ures in the range of 15-20 per 
cent compared to marginal 
growth from large-cap compa- 
nies and a decline for MNCs. 
Analysts point out that these 
companies are seeking to diver- 
sify their product range and are 
bullish on the lucrative contract 
research and marketing services 
(CRAMS) and generic spaces. 

“The midcap companies antici- 
pate good earnings in the current fis- 
cal, so they have all the more reason 
not to buckle under market forces, 
at least not in the medium to long 
term," says Mukadam. Also, post- 
crash, valuations of some of these 
companies do look more attractive. 


МУХ NXIWNNOS 








Winning Formula 

Solid results and good valuations make these four worth a good look. 
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TAYA INYNId 


It is said challenge and opportunity are motivating "чета? nothing but a single rupee іп their hands and earning as 
yi 


a consistent winner. Business Baazigar — a unique reality much money as possible by the next morning. The tasks 
show was created to search for one such winner from \ were a true test of their promotional, problem solving and 
India. The journey began with a dream, to alter a life, to money management skills. 


provide an Indian with an opportunity to 
realize his dream... An untapped treasure а 
trove of ideas lay undiscovered in the depths | 
of India. 


A wardrobe makeover plus a skill sharpening 
©) session at IIM Ahmedabad was organized to” 
> equip the contestants for the ultimate tesi 2 
the management of two su&cessfül-multi-— 
crore companies — Essel World and Ейт - 

©) Republic for a period of three days. The Ea 
| Mumbai team was finally declared the winner. 


4 candidates from this group were examined ~ 
by the judges and two (пайиз were selected. 


prt 


The game was simple, if an idea is found 
viable and makes business sense, Zee would 
fund it. Entries were called from all over 
India. This was a once in a lifetime opportu- 
nity and surely people from all walks of life 











grabbed it. Executives, students, housewives А = = 
and even retired persons actively came up with highly The stage was set for a grand finale; the two contestants - zd 
imaginative ideas like a PET recycling plant, a unique public would face off for the title. A challenger from among the 3 
transport eliminated contestants, Irfan Alam from Delhi was given a - | 
system, men's second chance to challenge the two remaining finalists. HE 
only shopping made the climb even tougher. Irfan Alam blazed through the - 
centre and finals. Zee Telefilms in association with the Aditya Birla” x 
many more. Group crowned Irfan Alam from Delhi as India's first 3 
Business Baazigar. E 
Anju Purohit, a V 
widow from The event was graced by stalwarts from the world of z 
Mumbai, had business and politics like Smt. Rajshree Birla, Shri. Praful | 
the idea. of setting up a home away from home for NRIs and Patel, Shri. Naresh Goel, Shri. Kishore Biyani, Shri. Shashi — 
Ashwani Diwan, a | 2th standard student from Kolkata had Ruia, Shri. Vijaypath Singhania, Shri. Mukul Kasliwal, 
" plans to set up a commercial website that will offer people Shri. Ramesh Agarwal, Shri. Girish Agarwal, 1 
the chance to win items for just Rs. 10 while Damodar Shri. Anil Kapoor, Shri. Sam Balsara. They augmented the ] 
Misra, a retired judge from Rajasthan wished to utilize a stature of the \ 
Е? plan Rheemp found widely in Rajasthan to develop a entire event. 
r AC of cotton. Shri. Kamal Nath, 
Union Minister 
ae Wak d ideas received were screened vigor- for Commerce 
XS rt panel of auditors. 50 probable contes- and Industry was 
led to Mumbai and further eliminated to 20 the guest of 
EX of their understanding of ideas and their honor. 
réalize them, An eminent jury comprising of 

co e geniuses like. Shri. Subhash Chandra - Chairman, Irfan Alam, the proverbial underdog, had come to Business 

" mt мг. apesh ‘Murty = CEO, Passion Funds & Baazigar with his dream of starting innovative cycle rickshaw 
a М — “Ahmedabad would put the candi- services across the country which would provide better 
A ар А ^ AA! ring! of hardcore business tasks to test traveling comfort to the customers, insurance and a better 
X x Me e че (Or büsinéss^ * standard of living to the rickshaw pullers and which would 
% also generate revenue through advertising space sale on the 
Right from setting rickshaws. 
up a fully 


functional office 


BUSINESS 
ваатігБаг 


within five hours 
with a budget of 


pA vic 


starting with 
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MF Scoreboard: August 2006 


Prudential ICICI Discovery Fund-IP-Growth __ 
Prudential ICICI Discovery Fund-Growth 
Franklin India Opportunity Fund-Growth 


1 Prudential ICICI Taxplan-Growth ay. 


2 Taurus Libra Taxshield 
3  BOBELSS96 


4 ING Vysya Tax Saving Fund-Growth 
5 DBS Chola Taxsaver Fund-Growth 


















1 Reliance Media & Entet Fund-Growth — — 

2 Reliance Pharma Fund-Growth = 

3 M Auto Sector Fund-Growth 

4 UTI Growth Sector Fund-Pharma and Healthcare-Growth 

5 Franklin Pharma Fund-Growth 

1 HDFC Prudence Fund-Growth 15 RENE 
2 Birla Sunlife 95-Growth ur = 

3 HDFC Balanced Fund-Growth | 80 
4 ING Vysya Balanced Fund-Growth Ji 1.54 
5 Can Balanced ll 1% 


1 Prudential ICICI Income Multiplier Fund-Cumulative - 
2 Reliance MIP-Growth 
3 HDFC MIP-LTP-Growth 


4 DSP ML Savings Plus-Aggressive Fund-Growth 
5 HSBC MIP - Savings Plan - Growth 





1 ___ PRINCIPAL income Fund-IP-Growth i16 
2 PRINCIPAL Income Fund-Growth EN 
} Prudential ICICI Income Fund-IP-Growth - 


4 Prudential ICICI Income Fund-Growth 


DWS Premier Bond Fund-Regular Plan-Growh - 


DWS Money Plus Fund-Growth 
2 Prudential са I ICICI Liquid Plan-Fil- Growth _ 





Prudential ICICI Sweep Plan-Cash Option-Growth 
5 Prudential ICICI Sweep Plan 058 


Absolute returns percentage as of August 31, 2006 Source: MutualFundsindia.com 
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SECTOR WATCH 


Viable Choice 


RNBC deposits offer higher rates and are not as 
risky as before. 


DEPOSIT IS QUITE THE MAGIC 
word these days, with re- 
ports indicating that Indians, 
eschewing gold because of 
its escalating price, have 
actually swelled the fixed 
deposits (FD) corpus in- 
stead. It's interesting to note 
that quite a bit of this is 
going into the coffers of the 
Residuary Non-banking 
Companies (RNBCs). That's 
$ about 8 per cent of public 
deposits with all non-bank- 
ing finance companies 
WM (NBFCs) and 1.20 per cent 
Interesting times: For RNBCs of the aggregate deposits 

with all scheduled com- 
mercial banks. Of the four RNBCs in the country, the two 
largest, Peerless General Finance and Investment Company 
and Sahara India Financial Corporation, account for 99.98 
per cent of all RNBC deposits. 

The attraction is clear: higher interest rates of 8.5- 
8.75 per cent compared to 7.5-8.25 per cent offered by 
banks. Added to this are various freebies and add-ons. For 
instance, the FD from Peerless comes with free accidental 
death insurance and critical illness cover, while taking a 
Sahara FD gets you an easy and higher liquidity, 'Death 
Help' (for nominee) and 'Children Welfare Plan'. 

An RNBC is basically a NBFC that is allowed to accept 
public deposits, but does not fall into the standard NBFC cat- 
egory of leasing, hire-purchase or loan company. Right now, 
banks are not too bothered about the higher rates or free- 
bies. "There is a huge mismatch in the original balance sheet 
of these companies. In order to marginalise this gap, they mo- 
bilise deposits with higher rates. Any disceming depositor will 
come to recognised banks only," says a bank spokesman. 

RNBCs, however, might not be as risky as once per- 
ceived to be, being fully regulated by RBI and with trans- 
parency enforced in advertising and promotion, as Naresh 
Pachisia, Certified Financial Planner and Director, Financial 
Planning Standard Board of India, points out. He adds: 
“Depositors, | believe, have more opportunity and more 
choice now. Having said that, | still think mutual funds 
and debt funds are better options, the marginally lower 
returns notwithstanding." ш 
RITWIK MUKHERJEE 
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CENTRE FOR FINANCIAL MANAGEMENT 
Director : Dr.Prasanna Chandra 
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Where Theory Meets Practice 
CONTENTS 
@ INVESTMENT ANALYSIS AND PORTFOLIO MANAGEMENT 
= PROJECT APPRAISAL AND FINANCING 
* TREASURY AND FOREX MANAGEMENT 
@ STRATEGIC FINANCIAL MANAGEMENT 


HIGHLIGHTS 

V/ State of the art curriculum 
v/ World class courseware 
м Web - learning support 


FOR WHOM 
CAs, ICWAs, MBAs, PGDBAs, CSs, CAIIBs and students in these programmes. 
DURATION : 1 Year FEES : Rs.8500 for enrollment upto September 30,2006. 


EXAMINATIONS AND QUALIFICATION 
Twice a year . Successful candidates will be awarded the qualification CERTIFIED FINANCIAL MANAGER 
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FINANCE FOR NON-FINANCE EXECUTIVES 


CONTENTS 

a Accounting and Control =" Financial Management 

HIGHLIGHTS 

Y State of the art curriculum 7 World class courseware ~ Web - learning support 
FOR WHOM 


Non-finance executives in various areas (like marketing, production, purchase, R&D, HR, and IT), 
entrepreneurs, and software professionals. 


DURATION : 6 months FEES : Rs.4000 for enrollment upto September 30,2006. 


EXAMINATIONS AND QUALIFICATION 
Twice a year. Successful candidates will be awarded the qualification DIPLOMA IN FINANCE 


For PROSPECTUS and other details of both the programmes visit us at www.cfm-india.com 


Email : info@cfm-india.com @ 080 - 2659 7634, 2659 5183. M-98452-32705 
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Winning smiles: IIM, Bangalore's Thejaswi Udupa and Mukund S. 
emerged winners in the B School Quiz Contest 


ACUMEN 2006—SOUTH ZONE 


Debate winners: The IIM, Bangalore team of Krishnan Gautham (left) and 
Venkatraghvan S. score a point 





Southern Champions 


Top minds locked horns at the South Zone round of the fifth Business Today-Aditya 


Birla Group Acumen. 


T WAS STANDING ROOM ONLY AT THE INDIAN 

Institute of Management (IIM), Bangalore's 

auditorium for the South Zone finals of the fifth 

edition of the Business Today-Aditya Birla Group 

Acumen 2006. Top B-schools from across the 
region were vying with each other for a place in the 
national finals to be held in Mumbai later this year. The 
action came thick and fast—from the preliminary 
debate and quiz rounds, through to the finals. While 
Day 1 saw the pretenders eliminated in a stiff prelim- 
inary round, Day 2 saw seven intense rounds of 
quizzing and two rounds of semi-finals to round off a 
hugely entertaining South Zone leg. Acumen 2006 
now moves to Kolkata and Mumbai to represent the 
East and West Zones, respectively. 

The South Zone leg of the competition opened 
with riveting preliminary rounds on August 25, 
with 33 quiz and 31 debate teams. The debate began 
with “B-schools make managers, not entrepre- 
neurs”, then slugged it out over whether surrogate 
advertising needs official censorship. At the end 
of the day, four semi-finalists emerged in the debate 
and quiz competitions. 
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On Day 2 (the weather gods were clearly watching, 
Bangalore was blessed with two clear, sunny days), 
iiM, Bangalore, Christ College Institute of Management, 
Bangalore, IM, Kozhikode and Т.А. Pai Management 
Institute, Manipal competed in the debate semi-finals. 
Meanwhile, IIM-Bangalore, ICFAI Business School, 
Bangalore, Department of Management Studies, Indian 
Institute of Technology, Madras and Xavier Institute of 
Management & Entrepreneurship, Bangalore locked 
horns in the quiz finals. 

In the first debate semi-final, the team of 
Venkatraghvan S. and Krishnan Gautham from ПМ, 
Bangalore prevailed over its rivals Savitha Chacko 
and Tony Veetus from Christ College, Bangalore on 
the topic *Indian women managers have broken the 
glass ceiling". The им team argued successfully 
that the liberalisation of the economy and changing 
social mindsets had seen several Indian managers 
break through this invisible ceiling. “The autumn of 
the patriarch has ended; welcome to the spring of 
the broken glass ceiling," Venkatraghvan said, suc- 
cessfully arguing for the motion. 

In the second semi-final, Abhishek Sinha and 





Alumni quiz winners: Prasad Shetty (left), 3rd time winner of 
the South Zone Alumni Quiz and Vishwajeeth - 


G. Rohit Prasad Sarma from TAPMI, Manipal faced 
пм, Kozhikode’s Saurabh Sharma and Angad Keith 
on the topic “FDI is imperative for the Indian retail in- 
dustry”. The TAPMI team successfully won the semi-fi- 
nal by arguing that the imminent arrival of foreign re- 
tailers will provide the funds required for local farmers 
and that small suppliers will benefit by getting access to 
the latest technology, which, in turn, will lead to better 
margins and, therefore, higher profitability. 

After a close fight, пм, Bangalore and TAPMI, 
Manipal managed to nose ahead into the finals, where 
the topic was “Big corporations are not agile and 
adaptable”. In a tough competition and after some 





Tense time: The audience tracked the action all through 


En route to the finals: Acumen 2006 host Harsha Bhogle (centre) with 
the two debate teams from TAPMI, Manipal, and IIM, Kozhikode 


high-pressure grilling by the judges, the пм team won 
the South Zone round by arguing that large companies 
can indeed dance and adapt themselves to changing 
market conditions. 

If the пм, Bangalore debate team gave its 
mates and juniors something to cheer about by tri- 
umphing in the debate, then the institute's quiz team fol- 
lowed that up with a comprehensive victory in the 
quiz finals. While the пм, Bangalore quiz team started 
cautiously, by Round 3 (of a total of seven), the team of 
Thejaswi Udupa and Mukund S. had stormed their way 
to a commanding lead and never looked back. The real 
excitement was, however, reserved for the end of the 
day in the form of the alumni quiz where Vishwajeeth 
(Sify) and Prasad Shetty (Kotak Life Insurance) held off 
a fierce last ditch run from runners- up Ajay Kasargoad 
(wvsE Technologies) and Naveen Joseph (Covansys) to 
emerge winners. 

The action wasn't just on stage where anchor 
Karishma kept the crowd in good humour through the 
day. Audience prizes ranged from electric shavers to gift 
coupons and T-shirts. However, the big prize, a Rs 
15,000 makeover coupon from Van Heusen, was 
bagged by Vivek Kurup, a student of the Department 
of Management Studies, irr, Madras. 

The winners received prizes from Pavan Varshnei, 
Publishing Director, Business Today, Sampath lyengar, 
CEO, PSI Data Systems, Aditya Birla Group, and 
Harsha Bhogle, host, Acumen 2006. The prizes were 
sponsored by Van Heusen, Lenovo and Philips. The 
event’s media partner is CNN-IBN and the online 
media partner is PaGalGuy.com. Ш 
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SCM: bringing the cusp of change 


Customers can acquire several benefits by dealing with a well-managed vendor 
| with an effective Supply Chain organisation 


It would be interesting to note that the term logistics has its origins in the 
military. Originally it meant having a good stock of the arsenals of war, the full 
wherewithal of troops, equipment and supplies. The term "business logistics" 
found a place for itself in the glossary of industries after corporates started 
entailing different services like shipping and receiving, import and export 
Operations, traffic and transportation and warehousing. 

The areas of inventory management, purchasing, planning, customer 
service and production can also be categorised under the umbrella of logistics. 
Another area that needs to be addressed is the role of transportation in logistics 
that is termed as Micro Logistics. Companies optimise this function for 
competitive cost advantage. The importance of transportation could also be 
discerned by looking at the impact of transportation on a country's economy. 
The Indian express & logistics market, valued at around US$50 billion, is 
expected to grow at a CAGR of around 9%. The demand for logistics services 
has been largely driven by the remarkable growth of the Indian economy, which 

_ was 7.3% in 2004-05 and has grown around 8% this year. 

Indian markets are becoming more volatile. It is common experience that 
| operating functions within companies, such as marketing, distribution, 
_ logistics, production and purchase, seek to hedge their positions to minimise the 
- risks involved in their own areas. They resort to over-forecasting of demand, 
over-stocking and over-purchasing to create separate safety nets for each 
function. A stage is reached when undesirable inventory restricts the ability of 

the company to respond to the changing customer. 
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The much-raved Supply Chain Management concept eliminates this inter- 
functional protectionism drive, by accepting the whole supply chain as a single 
entity, All functions along this chain share the common objective of supply 
besides being involved in strategic decision-making. Thus Supply Chain may 
be defined as the network consisting of the customer, retailer, distributor, = 
manufacturer and supplier. It involves the physical product flow from supplier” 
to the end-customer and the reverse flow of returns for servicing and repairs. It 
also involves customer-order receipts in the Supply Chain to delivery from the 
warehouse till goods reach the end-customer. In short, Supply Chain is 
responsible for total inventories in the supply pipe line and also for satisfying 
customer expectations while meeting all agreed customer service parameters 
and targets. Companies can even avail of several benefits like reduction in time 
and money lost through production line stoppage, reduction in tied-up capital 
and administrative costs, increased value of shareholders, sustained growth and 
more flexibility in planning. A company with a well functioning Supply Chain 
organisation has an advantage over others as it is capable of satisfying customer 
needs for competitive price, flexibility, quicker response time and shorter lead 
times - all of which help in providing overall cost benefit to the customer. 
The structure of the Indian logistics industry is as shown below: 
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What are the major trends impacting the supply side of the industry? 
About 5556 of Indian companies subscribe to Third Party Logistics (3PL) 
services, compared to more than 75% globally. 

Present trends indicate that the cement sector has reaped the maximum 
benefits by outsourcing logistics requirements to 3PLs, especially as 
logistics constitute between 10% and 15% of their operating costs. For the 
automobile and engineering sectors, logistics accounts for 5% to 10% of 

‚ their operating costs, and between 3% and 7% for ЕМСС. 

Where are the major investment opportunities? 

The Indian logistics industry suffers from inadequate infrastructure, 
complex tax laws and insufficient technological aids. 

Some of the major areas of improvement/investment are: 

India has about 3.3 million kms of roads. Only 2% of these are 
highways. Yet they carry 40% of the total traffic. In rural India, 2,80,000 
villages (of 6,80,000 in all), have no all-weather roads. Add to this the inter- 
state barriers and taxes, and you discover that almost 35% of the total cost 

_of transportation can be attributed to these. In India, around 65% of goods 
are transported by road. In respect of the road transport sector, vehicle 
ownership is firmly in the hands of individual truck owners, 67% of whom 
have fleets of less than five vehicles. 

As the average fleet size is small, individual truck owners are unable to 
contract their vehicles directly to companies, and thus freight consolidators and 
brokers take a commission to provide truck owners with consignments. 
Increasing costs and dwindling profits affect truck owners' ability to upgrade 
and expand their fleets. Since the trucking business is highly fragmented, even 
the largest fleet operator represents a market share of only a fraction of one 
percent in the sector. 

Security of the vehicles and the cargo on the highways is still a major 
area of concern with organized gangs targeting vehicles on highways. Since 
the transporter carries very high value cargo, the customers are at risk of 
losses, unless there is a process to allow only reliable and financially sound 
people to enter this business. There is also a shortage of people trained for 
Logistics business. Very few educational institutes offer courses in Logistics 


RESPONSE TO BUSINESS TODAY QUERY ON LOGISTICS BY 
MR. V.V. Rao, CHIEF EXECUTIVE - 


LOGISTICS, AFL PRIVATE LIMITED 


and transportation. 

Metros are 

congested. It is long 

overdue therefore 
that a new generation 
of warehouses should 
be constructed in 

Logistics Parks 

around these big 

centres. Expect such V.V. Rao, Chief Executive - Logistics, AFL Р! 

Logistics Parks also to come up near the over 140 new SEZs being planned 

across the country. 

How does AFL plan to tackle the problems of congestion, 

fragmentation, over regulation and a weak transport network? 

The major risks associated with the Logistics business are related to: 

*Lack of consistency in government policy, for example the recent issue 
about the amendments to the Indian Postal Act, which can affect the courier 
industry. 

*Archaic laws applicable to the logistics business, specially the 
transportation business. Another example is the Weights & Measurements 
Act, which has not been amended for a long time. 

+The capital intensive and low margin nature of the business. We cannot do 
much about over-regulation, but have been building a multi-modal captive 
distribution network across road, rail and air transportation systems. Over the 
past sixty years, the AFL brand has established itself as the acknowledged 
leader in the market. We are the pioneers of the ‘contract logistics’ жч 
Apart from this, we have custom-built ERP and Warehouse management 
software called Agrani. We are present in all major sectors such as IT & 
telecom, automobiles, consumer durables & electronics, light engineering & 
electricals, RMG, retail, banking & finance, FMCG and Pharmaceuticals. 

We are also expanding our Global Logistics business through network 
expansion in foreign markets. We have already opened offices in Singapore 

& Thailand. We shall soon be in China and Middle East. 
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* We deliver documents, packages... even factories. 


When AFL was offered the mammoth task of moving an entire fibre optics plant from Melbourne to Pune, we naturally 
accepted. Working out complex logistics solutions, we packaged, containerised and freighted 49 TEUs of plant and 
machinery, in just 37 days. Over the last 60 years, AFL has pioneered the cargo, logistics and courier express industries 
in India. Today, we have emerged as India’s leading service provider of integrated logistics solutions. From delivering 
documents overnight and transporting packages anywhere in India to streamlining supply chains and managing freight, 


we put it all together. So whatever your need, there is only one integrated service provider you can trust, AFL. 
For all your ‘movement’ needs, contact us at mail@afl.co.in. 
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PUTTING IT ALL TOGETHER 
GLOBAL LOGISTICS 






Supply Chain Freight | Warehousing Transportation 


www.afl.co.in 
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mK YOUR MANAGEMENT FUNDAS 
RE I CATCH YOU AT SILLY POINT. 
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FOR MANAGING TOMORROW TAKING INDIA TO THE WORLD 
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National B-School Challenge 
ARE YOU SHARP ENOUGH ? — 


VANHEUSE 


THE WEST ZONE ROUND OF ACUMEN 2006 


lenovo 
BEGINS AT WELINGKAR ON 15TH SEPTEMBER, 2006. 


Acumen 2006, India's only national level B-School challenge is back again to bowl OW i LIPS 
you out. Presented by Business Today and the Aditya Birla Group. Thisis where you 


see the best minds battle, strategies drawn and leaders evolve. Their war of wits 


includes tough to crack quizzes and heated debates. The winners achieve mega 
Media Partner 


prizes and a rare distinction. The sharpest in the audience also win exciting prizes. 


* CAN 
Betheretocatchtheactionorsimply winit! 


ACUMEN SCHEDULE — ı1 vanen 
Date Zone B-School partner Venue 


Aug 4-5 North ПЕТ, Delhi HFT Auditorium 


Aug 25-26 South IIM, Bangalore IIM B Auditorium — — B-School Partner 


_ Sept 8-9 


^ 7.77 eS Н ; ИМ, Calcutta 
Sept 15-16 


West 


Pat» HMC Auditorium — | 
Welingkar Inst of Mgmt, Mumbai — WIMDR Auditorium 


To catch the action for the grand finals, keep watching this space. 


ACUMEN QUIZ FOR B-SCHOOL ALUMNI 


Do you want to revive those good old days of quizzing? | Online Media Partner 


Just send us your participation by e-mailing us the duly filled dm. d 


B-School Alumni Quiz form at acumen@intoday.com indicating your zone | wW 
of participation and get ready to beat your old rivals! 


www, btacumen.com 
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Are You Being Served? 


There's a raft of jobs on offer in the fast-growing hospitality industry and if you can 
withstand the long and erratic hours, this may be just the thing for you. What's 
more, a hotel management degree isn't a must. RAHUL SACHITANAND 


HE LAST 12 MONTHS HAVE 
been a time of mixed 
emotions for C.K. 
Baljee, the Chairman 
and Managing Director 
of the Bangalore-based Royal 
Orchid Hotels, one of the youngest 
hospitality chains in the country. 
While on the one hand, he's in the 
midst of setting up around 10 prop- 
erties across the country, on the 
other, he's chewing his fingernails to 
the skin as he tries to solve the 
problem of finding enough people 
to run the hotels he is establishing. 
Baljee, however, is hardly alone in 
the race to recruit and retain people 
in an industry that is estimated to be 
growing at around 18-20 per cent 
annually. With the industry exp- 
ected to add around 50,000 rooms 
in the next three-to-five years, hote- 
liers are rapidly discovering that 
people just may be the most imp- 
ortant cog in their business. 
"There is massive demand for 
people across the board, but the 
most acute requirement is seen in 
food and beverage (F&B)," says 
Baljee, who plans to add around 
300 rooms in the next 12 months to 
the chain's 460 room inventory. 
Besides expanding at its HQ in 
Bangalore and New Delhi, the 
group has just opened a hotel near 
Mysore and plans to enter markets 
such as Hyderabad and Pune. Other 
groups such as the Leela, mean- 
while, have laid out plans to add an- 
other 1,500 rooms over the next 
three years. “Human intervention is 
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F&B staff and execs are the most in demand these days 


critical in the service sector, hence 
experienced professionals are always 
in demand, all the more in the cur- 
rent environment of robust eco- 
nomic growth which is driving 
growth in the hospitality and travel 
business,” says the Leela Group’s 
Vice Chairman and Managing 
Director Vivek Nair. Apart from 
F&B specialists, therapists, spa man- 
agers and front office and sales pros 
are also in demand, say hoteliers 


and headhunters. 

While there may be a huge dem- 
and for people (some optimistic 
chief executives estimate that the 
industry will recruit over 200,000 
people in the next 18-24 months), 
average starting salaries, which are 
actually quite low and long, erratic 
hours of work remain strong det- 
errents to being employed in the 
hospitality industry. “Entry salaries 
would be around Rs 6,500-8,000 


Many resorts and retreats are willing to give 
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с 2x a month, but senior managers, 
ING TA especially people who are heads of 


properties would earn upwards of Rs 


players are adding properties across the 30 lakh a year,” 








< Luxury hotels, restaurants, lounge bars, and у : m re ol says E. Balaji, 
spas and resorts county ар АВА -xecutive Director, Ма Foi, а 
уча е. do: Sn erg Chennai-based HR Consultancy. 
Personnel remain „254 “Increments аге in the region of 10- 

_ 180/00 people in the next couple of years demand, but there's also growing demand 12 per cent and booke are pro 
-WHAT'S THE PAY: for spa managers, therapists as well ductivity linked and could be in the 
Freshers start at Rs 6,500-Rs 8,000 as sales and marketing personnel region of 15-25 per cent of the fixed 


pm, while senior managers (head ofa career prospects: Freshers start at the salary.” Rather than pay alone, says 
! E y for example) could earn over bottom of the food chain and work their Anil Madhok, Managing Director, 










lakh per year way up. Hours are long and irregular, but Sarovar Hotels and Resorts, “vou 
EY HIRING: The hospitality indus- given the 18-20 per cent growth in the have to enjoy the hospitality indus- 
‘try is in growth mode and all the large industry, hikes and bonuses are generous try to be in it” and the long hours 
E and relatively low-pay are “com- 
pensated more than adequately” as 
you rise up the ladder. 


Of Hiring and Poaching 
While the hospitality industry may 
be in the midst of a previously 
unseen boom, it is also unfortu- 
nately, a happy hunting (or poach- 
ing) ground for other sectors. 
“There is more turnaround of talent 
(read attrition) at the entry level in 
areas like sales and front office,” 
says Leela’s Nair. “There are several 
service sectors like airlines, cruise 
companies, BPOs, telecom companies 
and banks which hire from the hos- 
pitality industry," he adds. 

The industry itself hires from 
without only at middle and senior 
levels. Royal Orchid's Baljee claims 
that a hotel management degree or 
diploma continues to be a pre-req- 
uisite at the lower levels. Some com- 
panies, such as East India Hotels, the 
company that owns the Oberoi 
Chain, run courses (for those who 
have been through high school) to 
satiate their own requirements. ^The 
Oberoi Group is in search of people 
who really like people, even if they 


„but demand is also increasing 
for scarce spa personnel... 
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youngsters а go at running their properties 
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are not always likeable,” says a 
spokesperson for the chain, which 
plans to add another 12 properties to 
its portfolio. “Guests may occasion- 
ally get upset, even angry and emo- 
tional. People who have the service 
ethic at the core of their being are 
able to deal with such situations 
with confidence and assertiveness.” 

However, it isn’t just about find- 
ing the right people for conven- 
tional areas such as F&B, but zeroing 
in on the right personnel for emerg- 
ing areas such as wellness and health 
that are proving to be a bigger chal- 


ping and exposure to interesting 
assignments,” explains Leela’s Nair. 
For wannabe hoteliers this means 
that as you go up the organisa- 
tional chain you could also look 
not just for interesting job oppor- 
tunities within India, but as chains 
such as the Oberoi and Taj (Indian 
Hotels) expand overseas, even at 
sought-after destinations such as 
London and New York. 


New Opportunities 
While the hours may be long and 
erratic and starting pay relatively 





...as it is for front-office execs and managers 


lenge. “Trying to retain therapists 
and spa managers is a huge chal- 
lenge since there are many (po- 
tentially more lucrative) opportu- 
nities for them overseas,” says 
Vinita Rashinkar, Spa Director for 
the recently established 
Windflower Spa and Resort, 
Mysore. Like several other hospi- 
tality start-ups, Windflower has 
struggled to keep masseurs and 
managers from moving to the high- 
paying West Asian and European 
markets. *Retention is achieved 
through competitive emoluments, 
training, aggressive career map- 
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low, the shortage of qualified peo- 
ple means that rapid internal pro- 
motions are the norm and the 
chances of managing a property in- 
dividually, even a region, are bright. 
And while a chef would begin right 
from the bottom (chopping, cut- 
ting, barbequing and grating, irre- 
spective of the school he/she grad- 
uated from) the best of breed rise up 
to running a kitchen, perhaps a 
restaurant. Many aspirants shell out 
for exorbitant hotel management 
degrees from overseas institutions, 
but the industry itself is divided on 
their utility, with some placing them 


on par with those offered by local 
institutes, while others contend they 
offer an edge in the job market. 
“Indian hotel management 
degrees/diplomas are today no less 
to the ones being offered abroad,” 
says Royal Orchid’s Baljee, whose 
chain also runs the Presidency 
College of Hotel Management, 
while Leela’s Nair counters that 
“degrees or education from inter- 
national catering and hotel man- 
agement schools are welcome, 
especially when they come with 
experience of working in different 
environments.” 

The boom in alternative 
tourism is also opening up new 
vistas for those looking for a job in 
the industry. In the sphere of eco 
tourism, for example, there are 
emerging opportunities for peo- 
ple with experience in actually set- 
ting up new resorts and acting 
almost as a pro-tem Coo. While 
large chains are slowly getting into 
this area, many resorts and retreats 
continue to be owned by entre- 
prenuers, who are willing to give 
youngsters a go at running their 
properties. “Youngsters are more 
energetic and dynamic and this is 
useful when the day starts as early 
as 4 a.m.,” says Tiger Ramesh, a 
techie-turned-hotelier and CEO, 
Wilderness Resorts. 

With the demand for people in 
the hospitality industry reaching a 
high, several unseen walls are also 
being broken in the pursuit for per- 
sonnel. For example, hotels today 
are breaking through a previously 
unseen gender wall and hiring 
women as chefs and men as 
masseurs. In addition, specific aca- 
demic requirements are being cast 
aside in some fields such as natu- 
ralists where the requirements are 
urgent and people scarce. “There 
are very few colleges that teach you 
to be a naturalist, and we have to 
look for people who have an eye for 
nature and teach them hospitality 
skills on the job,” says Ramesh. 


Jumping Jobless 


The first labour-ecosystem based ranking of states by 
Teamlease makes the case for massive job creation. 


HE WORLD IS NOW MORE THAN AWARE OF THE 
| demographic revolution happening in India and 
the special gains that it will bring for the country. 
As of 2001, according to temping major Teamlease, the 
bulk of the population was in the 20-59 age group 
(486 million). However, the working age population in 
the 20-59 years group by 2020 will be over 761 million. 
Even today, about half of all Indians (about 567 
million in 2006) fall into the 20-59 age bracket. The 761- 
million-by-2020 figure means that the working popula- 
tion will account for 56 per cent of the country’s overall 
population of 1.35 billion. With agriculture accounting 
for 73 per cent of employment (currently), the central 
government and the governments of the states must 
focus on boosting non-farm employment. That is easier 
said than done, says the report, raising labour demand takes 
five years and improving labour supply probably needs fif- 
teen years. As for the ranking, Delhi, Gujarat, Karnataka, 
Tamil Nadu and Maharashtra make up the top five. 
Bihar is last if one leaves out Jammu and Kashmir. 


The Coming Explosion 





e India's working population in 
2020 will be equal to India's total 
population when reforms started 
in 1991 

* Projecting current variables 
forward means 211 million 
unemployed in 2020; an 

! unemployment rate of 30 per cent 

e Unemployment will largely be a problem of the young; nine out 

of 10 unemployed are likely to be in the 15-29 age bracket 





COUNSELLING 


HELP 
TARUN! 


Q: | am a 23-year-old commerce graduate with an MBA 
(HR), working as a recruitment and training executive in a 
private insurance firm for two years. My true interest lies in 
HR and ! always wanted to shift to development and 
training in the domain of Six Sigma. Please advise. 
Since you already have an MBA, look for a job (either 
within your company or outside) that has a manage- 
ment development angle to it. But with your limited 
experience, you will have to start at the entry level. 
Also while Six Sigma is great, you need to figure 
out whether in the long term you want to be a spe- 
cialist in it or a generalist. Select your future employer 
and career path carefully to meet this ambition. 


Q: | am a 23-year-old working in a bank. I've done MCom 
and am currently pursuing a part-time MBA. I'm quite unh- 
appy with my present job as it doesn’t pay well. Now, | want 
to switch to marketing. | live in a small town where there 
aren't very many educational institutes. Please help. 
You could get into sales of financial services. Unless 
yours is a very small town, you will have firms selling 
insurance, loans, etc. Or apply for jobs in towns with 
better prospects. A part-time MBA from a little-known 
institute will not catapult you into something big 
overnight. You will have to work your way through it. 
Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 
c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 


Search for a job with a Monster by 
your side 





Monster has the best employers hiring online... Get noticed 
Post your Resume for FREE 


m WISI ( 


Sharp search. Right jobs. 











0 9957 


Senior Management Jobs 


wy 
monster.com 





Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Airvana India, Principal / Consulting 
Engineer- QA, Bangalore, 

10-15 Years, 2353359 

This role involves designing & reviewing test 
plans. Experience of over 10 years in telecom 
domain is a must. 


Baliga Lighting Equipments Private 
Limited, Sales Manager (National), 
 Chennai,10- 15 Years, 2113202 

Must have experience in direct sales with 
industrial clients, consultants, dealers, 
contractors. Will lead a team of sales 
executives / officers / engineers all over India 


through branch offices. 


Bosch Chasis India Pyt. Ltd., Vendor 
Development, Pune, 12 - 15 Years, 
2366123 

The candidate should have experience of 
carrying out vendor development activities in 
.an auto component industry with strong 
knowledge of key processes like machining, 
‘sheet metal, die casting, rubber and plastic 
moulding, 


COLT Technology Services (I) Pvt. 
Ltd., Project Manager - Enterprice 
Applications, Delhi, 8 - 12 Years, 
1 9 
То manage the teams working on different 
technologies іп development/support 
streams, The individual will be responsible to 
manage the resources on day to day basis to 
к timely delivery of their deliverables. 


Elixir Web Solutions, GM / VP - Sales, 

Chennai, 15 -25 Years, 2333543 

The incumbent will be responsible for sales 
reporting, making revenue budget, allocation 

of | targets to the team members, cost control 

measures, reviewing and finalization of sales 

reports and budgets, relationship 


management etc. 


Fanuc India Pvt. Ltd., Manager, 
Robomachine (Drill / Cut / Shot 
Sales), Delhi, 8-10 Years, 2023959 
Must have hands on experience in sales and 
application of high precision machines VMC, 
TMG: etc. Mustalso have experience in selling 

& handling automotive manufacturer & auto 
components manufacturing, 


Groupsoft Technologies, Principal 
Infrastructure Consultant, Noida & 
Ghaziabad, 8-15 Years, 2321584 

Will define system architectures that integrate 
with customer wide architectures based on 
good understanding of business and systems 
requirements. 


Ikanos Communications (1) Pvt. Ltd., 
Senior IC Design Engineer, 
Bangalore & Chennai, 10 - 15 Years, 
266281 

Will be responsible for technically guiding 
team in the development of a complex SOC. 
The engineer will be the main technical liaison 
for resolving technical / project schedule 
related issues. 


IPsoft India Pvt. Ltd., UNIX 
Administrator Manager, Bangalore, 
9-16 Years, 69596 

The candidate should have experience of sun 
storage, raid management, NAS, SAN etc, 
He/She must be familiar with open source 
packages like SUDO, ORCA, MRTG etc. 


Ilantus Technologies Pvt. Ltd., Chief 
Financial Officer, Bangalore, 

12-18 Years, 1975878 

Will be leading and managing financial 
planning, internal control guidelines & 
procedures, corporate reporting, treasury 
activities, working capital requirements, fund 
flow management, etc. 


Kirloskar Oil Engines Ltd., GM(QA), 
Nasik, 10 - 15 Years, 2368436 

The person should have experience in 
inspection of machined / fabricated items 
such as base frames, auxiliary equipments such 
as pumps, tanks etc. Exposure to engine 
assembly, testing, third party inspection 
clearance is essential. 


Oracle India Pvt. Ltd., Software 
Development Director, Delhi & 
Gurgaon, 11-15 Years, 2143551 
Responsibilities include planning, managing 
and delivering, multiple, and diverse technical 
projects. Job involves supporting existing 
solutions to ensure timely resolution of issues, 
and developing enhancements to meet new 
business requirements. 


Reliance Communications, TAC 
Lead (Applications & Systems), 
Mumbai, 8 - 12 Years, 2322780 

The candidate should have working level 
knowledge of UNIX and preferably have 
exposure to software development 
platform like Java , C, C++, Visual Basic, 
etc. 


R&D Forging, Assistant Director - 
Fatigue Test Laboratory, Pune, 

8-12 Years, 2365846 

Must have experience in stress analysis, fatigue 
testing, evaluation, component life estimation 
and data acquisition, Hands on knowledge of 
software for finite element analysis is desired. 


System Logic Solutions Ltd., Sr. ом) 
Senior Engineer, Bangalore, 

8-12 Years, 2367941 

Candidate will assist develop groups and QA 
engineers with troubleshooting, debugging 
and ultimately closing product issues. 
Knowledge of test automation is a plus. 


Suzlon Energy Ltd., Manager - 
Mechanical, Mangalore, 10 - 12 Years, 
2362873 

The candidate will be responsible for cost 
estimation, preparation of BOQ, technical 
specification, co-ordination at site and office 
and will be responsible to provide back office 
support at site. 


Symantec Corp., Manager? 
Development, Pune, 8 - 12 Years, 
2368160 

The ideal person will create detailed 
development plans, prioritize work 
assignments and assign projects based on 
available resources. He will be responsible for 
technical development and management of a 
single complex project, 


Wipro Limited, Principal Consultant, 
Chennai, 10 - 15 Years, 2366386 

He/She will define entry strategy for each of 
the segment, execute the entry strategies and 
create awareness of Wipro in the relevant 


industry circles. 


To know how to apply for these jobs, go to sales and marketing jobs listing page. 


Caught in the wrong job? Log on to monster.com 
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mange solutions / tools чш | related 


Hinditon Infosystems | Pvt. Ltd., 
Business Development Manager, 
Delhi, 4- 6 Years, 2171001. 

He/She should have experience in selling high 
Exposure to oil & performance эге, multi/parallel 
IBM/HP/SUN/Sgi « etc. Should also lave 
good technical knowledge of high 


performance computing applications, etc 
vi opment Executive, 


‚2-5 Years, 2023312 
ponsibilities include setting up and 
les targets, generating new clients, 
eneration through aggressive cold 
and 1080 пор: from various lead 


IND Synergy Limited, Marketing 
Executives, Other India, 5- 15 Years, 


Candidate must have Serene. in sales & 
marketing of seamless tube. Should have 
global marketing exposure to sell the products 
| in major industries like. automobile sector, 
ter Eastern lmp Pvt. Ltd. à bearing industries, gas & oil company, boiler 
tive - -Channel Sales, Өшичоп, | | ; 
InterGlobe.- Technologies, Senior 
Executive - Pre аны Gurgaon, 
3-6 Years, 2362913 
Responsible for dev poping and рете 
marketing programs that significantly grows 
IGT's strategic solutions & services. _ 


Cybertech Systems and Software Ltd., 


d at will be ipvolvedi in marketing of 
on e or stationery 
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McAfee Software 
Business Develop 
Mumbai, 8 - 13 Years, 233691 
Responsible for professionally repre 
McAfee and selling its products and ser 
with very limited supervision. Will ‹ velop. 
and implement sales strategy, meet sales 
targets and ensure customer satisfaction. 
consistent with company policy and ges 






























Neugene International Inc., Directo 
Sales, Noida, 10 - 15 Years, 2371625 . 
"The person will support, develop and ex 
comprehensive business development 
sales strategies for international customer. 
acquisition, Must have proven experience in 
managing international sales force, including: 
inside sales and business development te team 








Business Development Manager, 
Mumbai, 4- 9 Years, 2362856 — 

Must have experience with a software 
consulting company in a similar role of selling 
complex, custom and packaged software 
solutions to companies. 
software uU d process and life oes is 


Knowledge of 





1 


HOW TO APPLY FOR THESE JOBS: 


| 1. Logon to www.monster.com 

2. Type the job ID in the "Search Jobs" 
box on the home page 

3. Click the "Go" button 
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Looking for Leaders in the Metal Sector 


Executive Search Service is a preferred search firm for many large Indian companies and MNCs, and has been in 
operation for over 10 years now. 


We are currently looking for Top Professionals for the Metals Sector for a large diversified industrial congomolerate. 


Positions 
1) CEO 
2) Projects Head or COO 


Desired profile 
Experienced professional with a metals or process industry background and knowledge of global process and technology. 


Location 
Non Metro location in West or East India 


Age and Qualifications 

44-54 yrs 

Engineering degree is a must, (metallurgists preferred) 
MBA is desirable 


Only candidates who have handled a leadership role or been a unit head managing a minimum 
turnover of Rs 500 crores are likely to be looked at for these roles. 


Please apply with a CV in Word format, with full details to leadersnkh@gmail.com 
Director 


Executive Search Service 
A Division of NKH Foundation Pvt. Ltd. 











CDs available at all leading music stores 
Listen to and buy music at www.music-today.com 





Muddle 


Five months after a collector in 


Andhra’s Krishna district cracked the 
whip on microfinance institutions, the 
small lending industry is still in a tizzy. 


E. KUMAR SHARMA 


Credit check: A 
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Mylavaram & Tadigadapa, Krishna District, 
Andhra Pradesh 


ROM B. SESHAMMA’S QUESTION, IT IS EVIDENT 

, that trust isn't one of Tadigadapa’s most 
abundant resources—at least of late. “Have 

| you come for yourself or to do something for 
-—- us?” she asks. “Are you from the govern- 
ment or from a newspaper?” questions her suspicious 
friend, Sivakumari, spotting the photographer by my 
side. If nerves are taut in this sleepy village in the 
Krishna district, 270 km from Hyderabad, it’s because 
things look bleaker now than what they did five 





months ago. It was in March this year, that Mylavaram, 
its neighbouring nondescript village shot into national 
fame after the district’s young collector, Navin Mittal, 
raided offices of microfinance institutions (MFIs) and 
ordered 30 of them shut, including those of better 
known MFis such as Share Microfin and Spandana. 
What provoked Mittal’s action were reports of 
alleged abuse in the microfinance business. There were 
three major complaints against the MFIs operating 
here: One, that they were charging usurious rates of 
interest, ranging from 40 to 60 per cent per annum; 
two, they were abusing human rights by detaining 
relatives of defaulters or suggesting to borrower's 
family that the borrower commit suicide for insurance 


bt reporter’s diary 


money; and three, that they were creating large-scale 
rural indebtedness. 

How do things look five months on? Not too 
good. There have been no fresh disbursements from the 
MFIs over the last five months and neither have the bor- 
rowers been paying their installments. Borrowers like 
G. Sarala, Seshamma and Mancham Ammamani are 
willing to repay—provided they get fresh loans. Therein 
lies the key to the microfinance muddle. Most of the 
borrowers have taken multiple loans, thereby piling up 
debt vastly more than their incomes. When their in- 
comes drop for whatever reason, they quickly slip 
into a debt trap; to repay borrowings, they need to bor- 
row some more. “It is now a people's movement, as 
they feel cheated," says Mittal. *In most cases, people 
are holding back and waiting for clarity on the issue." 


A Decisive Battle 

The direction the fight between the MFIs and the peo- 
ple/administration in Krishna district takes will likely 
determine the course of microfinance elsewhere in the 
country. For one, just four districts of Andhra (Krishna, 
West Godavari, Guntur and Prakasam) account for 
about 15 per cent of all micro loans in the country, says 
Mittal. For another, an adverse outcome here could 
force banks that lend through MFIs to rethink their 
foray into microfinance. *What I fear is that following 
this crisis, a lot of bankers will start getting nerv- 
ous," says Nachiket Mor, Deputy Managing Director, 
ICICI Bank, who is closely watching the developments. 
“It took me some effort to convince my own col- 
leagues that we should view this more as an aberration 
that will get corrected." 

Mor has a point. Microfinance is a high-risk busi- 
ness, simply because there's no asset underlying the loan. 
Also, the cost of distributing and managing the loans is 
relatively high. The risks involved, therefore, show up 
in higher interest rates. For instance, Mittal says, before 
the March crackdown, the local MFIs were charging 40 
to 60 per cent in annual interest rates. The MFIs, how- 
ever, deny the charge, and say that the rate was 27 per 
cent that too on reducing balance, and has since been 
brought down to 15 per cent. Mittal, however, contends 
that the reduction was in reaction to the crackdown. 

Some of the MFIs admit that the rates were reduced 
to coax out repayments, but add that the rates are 
unviable in the long term. Why? The argument is to do 
with the economics of microfinance. The cost of bor- 
rowing for MFIs is at around 11 per cent, meaning 
that at a lending rate of, say, 27 per cent, they get a 
spread of 16 per cent. But Udaia Kumar, Chairman and 
Managing Director of Share Microfin, says that defaults, 
operating costs and minimum expected return on 
investment eat up 13 percentage points of the spread. 
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Says Kumar: “The loan size may be small, but the 
cost of providing the service is high.” 


Lifeline of the Poor 

In a country where more than 300 million people 
earn less than a dollar a day, micro credit is literally a 
matter of life and death. It is estimated that the demand 


Angry Young Man: | 


for micro credit in India is more than Rs 50,000 crore 
a year, not including Rs 10,000-crore demand for 
micro finance in housing. Apparently, 80 per cent of the 
demand is met by informal sources (local moneylend- 
ers, friends, relatives). Mittal says his administration will 
help fill the vacuum created by the lack of disbursements 
by MFIs in the recent months. Compared to Rs 43 
crore in 2004-05 and Rs 90 crore in 2005-06, Mittal 
plans to increase institutional credit in the Krishna 
district to Rs 175 crore this year. “This is more than 
double of what the MFIs were lending,” he says. 
Noble intentions, but government or government- 
owned institutions alone cannot match the demand for 
microfinance. India needs a strong microfinance industry 
that is both profitable and beneficial. “Why were peo- 
ple suddenly so willing to believe that the MFis that had 
brought eight lakh people out of poverty were corrupt 
and doing all the bad things?" asks ICICI’s Mor. 
Clearly, not all MFIs are scamsters. With newer 
players planning entry into the sector, better governance 
of the microfinance industry is the need of the hour. No 


microfinance is not an option. Ш 


* 
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India, Warts and All 


If India continues to fascinate and confound its observers, it is 
because the country is a world in itself. SANJOY NARAYAN 


IN SPITE OF THE GODS IMING AND TOPICALITY FORM THE ESSENCE 
The Strange Rise Of | of good journalism. If you get those two 
Modern India Ts right, you can stand a decent chance of 

becoming a good journalist. And, it seems, a suc- 
By Edward Luce cessful author too. Ed Luce, who was, for four 
Little, Brown years till 2005, the New Delhi-based South 
Pp: 388 Asia bureau chief of Financial Times, has got 
Price: Rs 695 


them perfectly right. The timing of his book, In 
Spite of the Gods—The Strange Rise of Modern 
India, couldn’t have been better. The India 
Story is still red hot, never mind that an esti- 
mated 300 million of its 1.1 billion people still 
have to subsist on less than $1 a day. As for top- 
icality, Luce says his book aims to “provide an 
unsentimental evaluation of contemporary India 
against the backdrop of its widely expected ascent 
to great power status in the twenty-first century”. 
You can see, he’s got the second T right too. 
Another journalist, who not-so-long-ago got 
the two Ts right was Thomas Friedman whose 
book, The World Is Flat (rwir), became not only 
a bestseller but whose gimmicky title has become 
a phrase now commonly used across the globe. 

Shorn of the hype, Friedman’s book had 
one essential idea: technology now enables 
businesses in the West to outsource work to 
cheaper, yet skilled, destinations like India and China. Yes, isn’t that a bit 
of a no-brainer? Yet, Friedman’s book stayed on the world’s bestseller charts. 
It’s too early to say whether Luce’s book will make it to the global bestseller 
lists, but it certainly comes at a time when India and its policymakers are 
grappling with the dilemma of how to balance efforts to attain high-pow- 
ered economic growth with developmental goals of improving the lot of 
the country’s hundreds of millions of poor. Luce’s book, however, focuses 
on a different kind of dichotomy—that of a country, which despite its emer- 
gence as an economic and political force is also steeped in religious and spir- 
itual values as well as a caste system that refuses to go away. In the be- 
ginning, he deals with “India’s schizophrenic economy” where the new and 
global co-exists with the ancient and narrow. Surprised? I wasn't either. 
Then he meanders into another territory—the rise of India's lower castes 
as a political force. Then he touches upon the Nehru-Gandhi dynasty, the 
status of Muslims in the region (not just India) and, of course, to a 
mandatory conclusion on India's challenges and what could go wrong. 

The narrative is peppered with Luce's journalistic encounters with per- 
sonalities like Lalu Prasad Yadav, new age entrepreneurs, hardcore 
Hindu activists, civil servants, politicians and businessmen. And showers 
of statistics, numbers and facts that don't particularly make it a riveting 
read. Is that an occupational hazard that journalists should avoid when 
writing something longer than a newspaper article? 





THE WTO: A DISCORDANT 
ORCHESTRA 


By T.K. Bhaumik 


SAGE Publications 
Pp: 248 
Price: Rs 320 


T'S BEEN MORE THAN A MONTH SINCE 

the WTO talks hit a wall after 
the US and the European Union 
refused to cut their farm subsidies. 
Now, some experts believe that the 
talks could be stalled for years if 
some breakthrough is not achieved 
soon enough. The ball is in the 
court of developed countries like 
the us and whether they give in to 
the demands of developing countries 
will determine the fate of the WTO. 
Meanwhile, if you want to come 
up to speed on WTO's short but 
tortuous history, pick up a copy of 
Bhaumik's new book. It starts with 
a background on the WTO and 
traces its evolution down to the 
Hong Kong round that ended last 
December. However, there's an 
epilogue that sums up the key is- 
sues yet to be agreed upon. As 
Bhaumik, Chief Economist at Relia- 
nce Industries, points out, "The 
WTO remains a useful...institution, 
but there is need for rethink on the 
whole set of issues..." To stay rel- 
evant, the WTO will have to serve 
its original purpose of being a plat- 
form where contentious issues can 
be sorted out to everyone's advan- 
tage. That means developed coun- 
tries have to see developing coun- 
tries as partners, not adversaries. 
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A senior executive who has run in more 
than 100 locations across 20 countries 
over the past 16 years recounts his 
obsession. ANURAG BEHAR 


HERE WAS NO ONE THING THAT TRIGGERED MY DESIRE TO 

run. | remember trving to run, and not being able to com- 

plete the 1.8 km circuit around the lake in Jamshedpur's 
Jubilee Park in 1990, when I was in my first year at XLRI. After 
a few months of trying, when [was effortlessly completing not 
just one but two or three rounds of the lake, І started noticing a 
well built man who sometimes would run around the lake. 
With my new found confidence, F tried to race with him. 

He didn't try racing me; I tried to race with him; vet, by the 
time I would finish one round he would have finished two. 
This was тоге than enough to make me feel bad. This contin- 
ued till a friend from Jamshedpur told me that the man I was try- 
ing to race was Charles Borromeo, the 1982 Asian Games 
Gold Medalist (500 m). 

[he incident staved with me, but the lesson dawned on me 

у, Yourrun only against Vourself, and the longer the run, the 

uer this principle. This тау not apply to competitive run- 
ners, but it does to me, and I think to others like me who run just 
because they like running. 

In the 16 vears I have been running, I have run in more than 
1 hundred places across about 20 countries. I rán wherever | 
travel to, even if it's a one day trip. I have realised that one can 
discover a running track with ease anywhere in the world, even 
in the busiest cities. Every track is unique. Some are good; 
some, feally bad. I categorise the tracks in my mind: Spectacular, 
Nice, ог Horrible. Running on Goa's Calangute Beach or 


Nepal's Pokhra is spectacular, Running in Chennai used to be 
| 


horrible, since I usually stay on the wrong side of Anna Salai (the 
arterial road), till I discovered that you could pay an entrance fee 


and run inside the verdant campus of Loyola College. 
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There are scores of nice runs: 
almost any track in Kerala, Bang 
alore and Bhopal, Delhi's Lodhi 
Gardens, Mumbai’s Juhu, on the 
banks of the Brahamputra in 
Guwahati, the streets of Stockholm 
and Tokyo, Singapore’s Botanical 
Garden, and more. 

There is a fourth kind of run 
that I experience only once in a 
while; this kind cannot be categorised 
as easily; it’s just that these have 
stand-out character. Spectacular, nice 
and horrible is about the view, the 
air, the cleanliness, and the conti 
nuity of track. Runs with character 
are much more special. For all the 
lovely tracks in Kerala there is none 
that has the character of the run 
around the fort in Palaghat. The 
small fort, surrounded by a dry moat, and circum 
scribed by a track makes you wonder: why did some 
one build something so perfect but so ineffective (the 
moat cannot be a deterrent)? 

Running on the streets and the sea front of 
Barcelona is akin to being part of a languid landscape, 
replete with Mediterranean music and romancing cou- 
ples. This, at 6.30 in the morning. So, did these peo- 
ple not go to sleep, or did they get up really early? 
Whatever the answer, there is something about 
Barcelona which is sparklingly alive. 

Every track with character has its own tale to tell; 
the runner just has to be prepared to listen and it 
took me a while to do that. Some of the most fasci- 
nating tracks are those where the stories have changed 
over the years, mirroring the global upheaval of 
economies and societies. It’s not only tracks in Shanghai 
and Bangalore that tell these stories, but those in places 
like Nizamabad (in Andhra Pradesh) and Indore. In 
these towns the tracks tell stories of new money and 
new squalor, booming private schools, crumbling gos 
ernment buildings, and changing priorities, stories 
that you don’t necessarily find on the pages of a news- 
paper. Each story deserves its own page somewhere. 
I have learnt that the best time for me to battle, in 
my mind, with the most serious issues at hand, is 
when I am running. Running focuses me, on the run- 
ning and that issue. I enjoy the run and the battle. 
Now it takes a Jot of will to not get up at 5 in the 
morning and go out and run, irrespective of the tem- 
perature outside. Addictions are all the same, drugs, 
deals or running. 











































Bangalore or 
Shanghai, every 
track with character 
hás.its own tale to 
tell; the runner | t 
has to listen. 
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Anurag Bebar is MD, Wipro Infrastructure Engineering 
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Abs Workout Revisited Sn ING YOUNG 


ET ME BEGIN WITH A WARNING. THIS IS GOING TO BE YET 

another instalment of Treadmill that is targeted at those 

who're obsessed with toning up their middle. As Гуе rep- 
orted here in the past, the most common refrain from readers is 
about toning their abdominal muscles and losing flab around 
the waist. By now, regular readers of this column would have 
realised that abdominal exercises alone cannot shed fat around your 
belly because targeting fat in an isolated part of the body through 
exercises doesn't work. What works best is a combination of car- 
dio-vascular exercises to burn fat and resistance training to 
build muscle. And, of course, a sensible diet. Treadmill regularly 
describes exercises for sculpting your abs. Here are two more. 
Plank or Bridge. The first one may seem simpler than it is. This 
one's a good one to build your six-pack as well as strengthen your 
inner core muscles. It’s called the plank or the bridge. Lie face down 
on an exercise mat resting your forearms on the floor with palms 
flat. Now push yourself off the floor balancing your body on 
your toes and elbows. Try to keep your back flat so that your body 
forms a straight line through 
head to heels. See illustration 1. 
Contract your abdominal mus- 
cles and take care to ensure 
that your backside doesn't stick 
up. Hold this position for as 
long as you can, say, 20-30 sec- 
onds. Then lower your body 
and repeat the exercise. Try to 
target holding the position for 
60 seconds. You should do 5 to 





RAMEN SARKAR 





6 repetitions of this exercise. 

Bicycle Crunches. This one builds your obliques or sides of the 
waist. Lie on your back on the floor or an exercise mat and 
interlace your fingers behind your head. Lift your knees up 
towards your chest and your shoulders off the ground without 
straining your neck. First stretch your left leg out to a 45 degree 
angle while turning your upper body to the right, i.e. in the 
opposite direction, and your left elbow towards the right knee. 
Check illustration 2 for help. Then switch the movement by 
extending your right leg and moving the right elbow toward 
the left knee. Alternate between the two movements (it mimics 
pedaling a bicycle) for 14-18 repetitions. 

While abs workouts like these will certainly strengthen your 
mid-section, remember that exercising your abs alone doesn't 
ensure a toned mid-section. You need cardio sessions, a good and 
healthy diet as well as strength training for the entire body in 
order to lose flab around the middle. 





MUSCLES MANI 


write to musclesmani@intoday.com 

Caveat: The physical exercises described in Treadmill are no 
recommendations. Readers should exercise caution and 
consult a physician before attempting to follow any of these. 
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box Xcitement 


In which KUSHAN MITRA gets down and dirty with the latest console in the market. 


WOULD HAVE TO BE MY FAVOURITE LETTER OF THE 

alphabet. I wear size... actually, never mind the 

specifics, but it does have more than one X 
before the L. I have to admit this after the weekend just 
past: the Xbox 360 rocks, That last admission will set 
the tone for the rest of this review and not because | 
want Microsoft to send me more games to test on the 
machine (although that wouldn’t be a bad thing), but 
because the console is really, really good. 

It is. 

The last console I owned was a Sega Dreamcast. 
I must be among the few non-PS2 owners to have 
spent more time on the console than some actual 
owners (what are friends for, after all?). A signif- 
icant part of my not so significant life until now 
has been spent playing Soul Calibur 2, Tekken 
4, and various iterations of Need For Speed on that 
machine. Only, over the past few years, Ps2 games 
have become slightly boring, and limited by the 
hardware. Even 
Xbox (the first 
one) was a bet- 
ter machine, 
although it 
couldn't boast 
much by way of 
game titles, not 
unless you were 
a First Person 
Shoooter (FPS) fan and worshipped Halo. 

Гуе never been a FPS guy; nor am I a RTS (Real Time 
Strategy) one. | look for instant gratification from 
gaming, and prefer arcade style fighting games, racing 
games, or games based on other sports. Thankfully, 
along with the console, Microsoft sent a few games, 
two of which, Tecmo's Dead or Alive 4 and EA Sports" 
FIFA World Cup 2006, I played and played and played. 

The first thing you appreciate about Xbox 360 is 
its wireless controller, even though that meant I went 
















through Rs 500 worth of АА batteries in a week (I even- 
tually bought a rechargeable battery pack); the freedom 
from wires feels wonderful . Then, when you start play 

ing you notice the graphics: FIFA 
superior on the Xbox 360, not just graphically, but 


2006 is immensely 


even in terms of artificial intelligence. 

The game that I played most, though, was DOA4, 
which is the premier arcade fighting title on this con 
sole currently. DOA, even on the earlier Xbox was 
graphically intense game, and this version doesn’t 
disappoint. The game has always had some of the 
best body ph SICS 
of any fighting 
title (especially 
the female char- 
acters; the game 
has a ‘Mature’ 
rating), and now 
the characters 
seem even more 
supple and the 

actual fighting, more brutal. Still, both games give 
you this feeling that they aren’t still taking advantage 
of the console’s tremendous processing power. 
Microsoft will launch Xbox360 in India around 
November. The price of the basic bundle will be Rs 
19,990. The premium bundle will cost Rs 23,990 
and will have a 13 GB harddrive preinstalled (honestly 
don’t even go for the basic model, the storage 
worth its price). Game pricing has not yet been finalised 
but will not be very cheap; expect to pay around Rs 
1,000 a game minimum. The company is also looking 
at establishing Xbox LIVE in the country. This service 
allows gamers to hook up their console to a broadband 
connection (128 kbps minimum) and play against 
anyone, anywhere. The online service will also have 
certain fee attached to it, but the catch is that if the or 
line service catches you playing a pirated version of the 
game, well you get chucked out of the service. Ouch! 


Like Father, Like Son 


DAD LIKES ABSTRACT IMAGERY, SON IS FASCINATED BY 
nature and animals; junior revels in bright colours, 
while dad is partial to darker shades. But KAUSHIK ROY, 
49, and his 16-year-old son, Orko, have one thing in 
common: They love to paint. And recently, Roy, 
President of brand strategy and marketing commu- 
nications at Reliance Industries, teamed up with his 
son to showcase their work (44 paintings) in Mumbai. 
“The exhibition (named Jugalbandi) will be a big 
encouragement for Orko," says Roy, whose son had 
a motor coordination problem till he was 11. Not all 
the paintings were for sale, though, especially Orko's 
earliest work, comprising four paintings. Those, 
says Roy, are strictly for the family collection. 








A Growing Pile 


HE DRIVES A TOYOTA COROLLA, SWITCHES LIGHTS OFF 
after him, and shuns all signs of ostentation. So, for 
AZIM HASHIM PREMJI, 60, Chairman of Wipro, Forbes’ 
recent estimation of his net worth at $13.3 billion, or 
Rs 62,510 crore, will not mean much. Like always, 
Premji will keep his head down to focus on Wipro, of 
which he owns 82 per cent. So it's the people around 
him (including the media) who take vicarious delight 
in the fact that he's now the sixth richest tech titan in 
the world, only behind Bill Gates, Paul Allen, Michael 
Dell, Larry Ellison, and Steve Ballmer. (Even Google's 
Sergey Brin and Larry Page come behind Premji at 
joint 7th with $12.9 billion and $12.8 billion, 
respectively). If Wipro keeps growing, Premji will go 
only one way on Forbes' rich list: Up. 


SOUMIK KAR 





VIVAN MEHRA 





inscrutable System 


A PSU CHIEF BEING DENIED AN EXTENSION DOESN'T USUALLY MAKE NEWS. BUT WHAT 
makes PROSHANTO BANERJEE'S departure from the top job at GAIL interesting 
is the twists and turns leading up to the government's decision. Banerjee, 
58, previously served as an Executive Director at Indian Oil, and was fast- 
tracked (double promoted) to become GAIL's CMD. His critics alleged that 


it was his proximity to the previous NDA regime that helped, since the then 
petroleum minister had kept his appointment in abeyance for about six 
months before the PMO intervened. Now, when the Public Enterprises 
Selection Board gives the thumbs up for his continuation, on the back of 
his excellent report card, the government doesn't concur and lists a series 
of transgressions committed by Banerjee that don't find a mention in the 
report card. So much for Gol’s performance valuations. 
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Accountant’s Game 


JESSOP, DUNLOP, HIRAKUD CABLES AND IDCOL ROLLING 
Mills were all acquisitions where PAWAN KUMAR 
RUIA, 47, got in the last but came out tops. Now, 
the Kolkata-based CA-turned-entrepreneur is eye- 
ing Daewoo’s passenger car facility at Surajpur 
near Delhi, a unit that has been on the block for 
four years now. Unlike the previous bidders, who 
bid for bits and pieces, Ruia wants all of Daewoo. 
He isn’t revealing his bid price, but Daewoo's 
land alone is valued at over Rs 1,000 crore. *The 
decision on usage of this facility will be taken 
once we acquire it," says Ruia. Watch this man. 


Personal 
Guarantee 


HE'S NOT THE FIRST 
chief executive to go 
before the camera to 
save an embattled 
company, but he's the 
first cola chieftain in 
India to do so. Star- 
ting August 30th, 
Pepsico India began 
airing a commercial 
featuring its Chairman 
RAJEEV BAKSHI in a bid 
to quell the pesticides-in-cola controversy. In 
the commercial, Bakshi, 48, walks viewers though 
a Pepsi plant, explaining the quality standards. 
"The TV commercial extends my personal guar- 
antee of our product safety," says Bakshi. It is 
hard to say if his guarantee will boost consumer 
confidence, but the effort is laudable. m 
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CONTRIBUTED BY VENKATESHA BABU, 
BALAJI CHANDRAMOULI, KRISHNA GOPALAN, 
RITWIK MUKHERJEE AND ARCHNA SHUKLA 
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A Taste for Pickles 


THERE ARE SOME BUSINESSES HE INHERITED AND THERE ARE 
others he wants to build. The Global Green Company 
(TGGO) a 10-year-old food venture, is one of the latter. And 
GAUTAM THAPAR, 45, is about to prove that he can drive 
his new ventures with as much zeal as the flagship paper 
business. Thapar has acquired Belgium-based Intergarden 
Group, turning TGGC from a Rs 100-crore company into 
a $100-million biggie that now becomes the world's 
third-largest pickle supplier. “I expect Global Green to be 
a $1-billion (Rs 4,700-crore) venture in the next four to 
five years," Thapar had told вт recently. Suddenly, the 
man's target looks a little more realistic. 


FOR SALE 
HAWKER 800B EXECUTIVE JET 
1990 
5240 
4546 


Year of Manufacture: 
Total Airframe Hours: 
Total Airframe Cycles: 





RNP 


* Recently undergone complete refurbishing « RVSM 
certified * Fitted with latest avionics equipments 


Dual Flight 
Management System, Airshow, Satellite Phone, In-flight 
Entertainment System i.e. DVD / CD Player, Galley, Toilet, Сага 
Compartment * Meets all mandatory requirements of DGCA and 
has valid 'Certificate of Airworthiness' 

For details, please contact 

Mr. P. K. Ratta, Vice President — A \ 

| Tel: 2492 1917 / 4034 9840. Fax: 2493 9036 / 2492 5084 
M: 98200 70514. Email: pkratta@raymondindia.com 


Aircraft can be inspected at Mumbai International Airport 








Simply enroll your 
group of five or more 
employees onto our 
GroupSave postpaid 
plan. And enjoy this 
rate on all local, STD & 
outgoing Roaming calls 
within the group 















NAME 
AGE: 62 

DESIGNATION: Chairmar 
COMPANY: Essar Group 





NAME 
AGE: 57 

DESIGNATION: Vice Chairman 
COMPANY: Essar Group 









Joint Favourites 


HE ESSAR GROUP IS SUDDENLY BLIPPING FURIOUSLY ON THE RADARS OF THE BUSINESS 

press. Its 1 1-million-tonne oil refinery at Vadinar is scheduled to go on stream 

next month; the expansion of Essar Steel’s capacity from 3 million tonnes to 4.6 
million tonnes is expected to be completed the following month; and it has an- 
nounced plans of setting up another 16-20-million-tonne oil refinery at Jamnagar at a 
cost of Rs 15,000 crore. And its telecom play, and more specifically, its high profile row 
with the Hong Kong-based Hutchison Group over Hutchison Essar and BPI 
Communications is hogging the headlines almost daily. 

Guiding the group through all these twists and turns are brothers Shashi and Ravi 
Ruia. Essar Shipping first catapulted them into prominence in the 1980s. Then followed for- 
ays into the steel, power, oil and gas, and telecom sectors. After a giddy period of growth in 
the early-to-mid 90s, the group went through a difficult patch. Several of the industries it was 
in faced downturns. Essar Steel defaulted on its $250-million international floating rate notes. 
Overkill, the media shouted, and blamed the promoters for stretching themselves too 
thin. But the Brothers Ruia rode out the storm and slowly put the business they had built back 
on the rails. They complement each other well—elder brother Shashi, who is the face of the 
group, manages the outside environment, while Ravi works in the background as the 
planner, and fills in the details. Bur their management styles are strikingly similar. “Both are 
very hands-on and are very tough task masters,” says У.С. Raghavan, Director (Finance), Essar 
Steel, who has worked with the duo for close to three decades. Their hard work is paying off. 
The Essar Group has emerged as India’s fourth largest in terms of assets (Rs 27,000 crore). 
The good times are rolling and all their businesses are doing well. But the task before the broth- 
ers now is to win back the confidence of the institutions and investors. Going by the positive 
press they have been receiving recently, they are already part of the way there. 8 

ANAND ADHIKARI 
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radish 


X Can a mere radish drive customer loyalty? In a way, yes. IBM worked with a major grocer to develop a 
scale that can identify and price produce through a plastic bag, so checkout lines move faster. Coupled with 
business innovations like RFID inventory control, this grocer now has a real competitive edge. How did it 
happen? IBM put together a team of Supply Chain Management consultants, systems analysts and 
engineers who melded vendors, variable pricing strategies and a visionary (literally) scale. Want innovation 
for loyalty? Talk to the innovator's innovator. Call on IBM. To learn more, visit ibm.com/special/in 


what makes you special? 
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